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The  May  Department  Stores  Company,  one  of  the 
nation’s  largest  retailing  companies,  has  three 
principal  retail  businesses:  10  department  store 
companies  across  the  United  States,  a  regional 
quality  discount  store  chain  and  a  national  self- 
service  family  shoe  store  chain.  Through  subsidiaries, 
the  company  is  one  of  the  largest  national  developers 
and  operators  of  shopping  centers. 

We  employ  approximately  79,500  people  in  43 
states  and  in  12  offices  overseas.  A  list  of  operating 
companies  and  subsidiaries  appears  on  page  35  of 
this  report. 

Department  Stores 

Our  10  department  store  companies  operate 
nationwide  and  serve  market  areas  which  total 
approximately  40  million  people.  At  fiscal  year-end 
1985,  we  operated  145  department  stores  in  15 
states  and  the  District  of  Columbia.  Each  store  com¬ 
pany  has  a  leading  position  in  its  respective  market 
area.  Our  stores  operate  under  one  of  the  following 
well-established  trade  names:  May  Co.,  California; 
Hecht’s,  Washington,  D.C.;  Famous-Barr  Co., 

St.  Louis;  Kaufinann’s,  Pittsburgh;  May  Co., 
Cleveland;  G.  Fox  &  Co.,  Hartford;  Meier  &  Frank, 
Portland,  Ore.;  O’Neil’s,  Akron;  May  D&F,  Denver; 
and  May  Cohens,  Jacksonville. 


Venture 

Venture,  our  quality  discount  store  chain, 
operated  62  stores  at  year-end,  with  28  in  the  Chicago 
area,  13  in  St.  Louis,  six  in  Kansas  City,  three  in 
Oklahoma  City  and  12  in  other  Midwestern  cities. 
Venture  conducts  its  business  in  a  geographic  area 
that  includes  more  than  15  million  people. 

Volume  Shoe 

Volume  Shoe  is  the  nation’s  largest  chain  of 
self-service  shoe  stores,  with  1,867  stores  in  39  states 
and  the  District  of  Columbia  at  year-end.  Operating 
in  most  locations  under  the  trade  name  Payless 
ShoeSource,  these  stores  feature  a  complete  line  of 
quality  footwear  for  the  family  at  low  prices. 

May  Centers 

Primarily  through  May  Centers,  Inc.,  a  wholly 
owned  subsidiary,  the  company  is  one  of  the  nation’s 
leading  developers  and  operators  of  shopping  centers. 
At  year-end,  May  Centers  owned,  had  a  partnership 
interest  in,  or  operated  26  centers  in  nine  states. 


Eagle  Stamp 

Eagle  Stamp  Company,  which  offers  trading 
stamps  to  more  than  600  businesses,  operates  in 
eight  states. 


to  Shareholders 


Sales  and  earnings  were  at  record  levels  in  1985. 
marking  our  eleventh  consecutive  year  of  improved 
performance.  We  are  proud  of  these  results  and  the 
substantial  progress  made  toward  our  Mission: 
Excellence  in  Retailing. 

We  believe  return  on  equity  is  one  of  the  most 
important  measures  of  management  effectiveness. 
May’s  return  on  equity  of  18%  in  1985  was  among 
the  industry’s  best.  Also,  our  sales,  earnings  and 
dividends  all  show  a  continued  pattern  of  consistent 
growth,  a  performance  matched  by  relatively  few 
retailers.  We  are  confident  that  we  can  continue 
this  trend. 

Our  confidence  in  our  business  plan  and  in  our 
ability  to  produce  sustained  growth  was  further 
underscored  in  March,  when  the  Board  of  Directors 
voted  to  increase  the  dividend  10.6%  to  $2.08  per 
share  annually  from  $1.88.  The  Board  also  recom¬ 
mended  a  two-for-one  stock  split  subject  to  share¬ 
holder  approval  of  an  increase  in  the  number  of 
authorized  common  shares.  Shareholders  will  vote 
on  the  increase  in  the  number  of  authorized  shares 
at  the  annual  meeting  in  June.  May  has  increased 
its  dividend  12  times  in  the  last  11  years,  and  the 
stock  split  would  he  the  second  in  the  last  two  years. 

Sales  were  a  record  $5.03  billion  in  1985,  an 
increase  of  9.4%.  Net  earnings  were  a  record  $235.4 
million,  a  10%  increase  from  $214.1  million  in  1984. 
Net  earnings  per  share  increased  to  $5.38  from  $4.96. 

Operating  earnings  of  our  department  stores 
were  $344.5  million,  up  1.9%  on  sales  of  $3.33 
billion.  Venture’s  operating  earnings  were  $58 
million,  an  increase  of  16.6%  on  sales  of  just  over 
$1  billion.  Volume  Shoe’s  operating  earnings  were 
$97.6  million,  an  increase  of  25.7%  on  sales  of 
$696.7  million.  Operating  earnings  from  real  estate, 
primarily  through  May  Centers,  were  $28.6  million, 
an  increase  of  51.1%. 

Earnings  for  1985  reflect  a  2<?  per  share  charge 
from  the  use  of  the  LIFO  method  of  inventory 
valuation,  compared  to  a  IOC  per  share  credit  in  1984. 

For  the  fourth  quarter,  sales  were  a  record 
$1.65  billion,  up  /.3%.  Net  earnings  for  the  quarter 
were  also  a  record  $119.9  million,  or  $2.76  per  share, 
an  increase  of  9%  from  $110  million,  or  $2.55  per 
share,  in  1984.  LHO  resulted  in  an  improvement  to 
fourth  quarter  earnings  of  5<F  per  share,  compared 
to  a  17?  per  share  improvement  in  1984. 
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I"  he  May  Mission 

May  has  substantially  and  steadily  improved  its 
performance  over  the  last  several  years  because  of 
our  commitment  to  the  May  Mission:  Excellence 
in  Retailing.  Implemented  in  1982,  the  May  Mission 
set  priorities  for  the  company  and  spelled  out  the 
kinds  of  progress  and  changes  required  to  achieve 
our  objective  of  top  quartile  performance. 

Each  of  our  last  three  annual  reports  has  focused 
on  our  achievements,  which  have  been  made  through 
a  management  style  that  fosters  partnership  and 
collaboration.  In  this  year’s  report,  we  will  describe 
some  ol  the  steps  we  have  taken  to  improve  mer¬ 
chandise  impact,  productivity,  information  systems, 
customer  service  and  human  resources. 

Entering  1986,  we  believe  that  our  Mission  is 
even  more  appropriate  as  we  continue  on  our 
journey  toward  excellence. 

tse  of  Capital 

Our  balance  sheet  is  one  of  the  strongest  in  the 
industry  and  supports  our  most  aggressive  expan¬ 
sion  and  improvement  plan  ever.  For  1985-1989,  we 
will  invest  approximately  $1.9  billion  in  new  stores, 
major  remodels  of  existing  stores,  space  reductions, 
further  improvement  of  information  systems  and 
expense-saving  projects. 

Our  spending  for  new  stores  in  this  five-year 
period  will  be  about  $1  billion.  We  plan  to  add  26 
department  stores,  20  Venture  stores  and  about 
1,250  Payless  ShoeSource  stores.  By  the  end  of  1989 
we  will  be  operating  more  than  3,000  stores. 

In  1986,  we  plan  to  open  seven  new  department 
stores,  four  Venture  stores  and  about  350  Payless 
ShoeSource  stores,  including  about  150  shoe  stores 
acquired  from  SCOA  Industries,  Inc.  Six  of  our 
department  store  companies  will  share  in  the  1986 
openings,  indicating  our  continuing  strong  con¬ 
fidence  in  this  business.  Venture  will  open  four 
stores  in  1986,  with  two  of  them  strengthening  our 
28-store  position  in  the  Chicago  market.  The  350 
Pavless  ShoeSource  stores  in  1986  will  be  in  major 
markets  across  the  country  and  will  put  Volume 
Shoe  in  40  states. 

These  expansions  will  be  financed  largely  from 
cash  flowr,  which  in  1985  increased  to  $395  million 
from  $330  million  in  1984.  Cash  flow  was  7.8%  of 
revenues,  among  the  highest  percentages  in  the 
industry. 

Management  Changes 

The  Board  of  Directors  further  enhanced  the 
company  s  management  structure  with  the  appoint¬ 
ment  of  David  C.  Farrell  as  chairman  and  chief 
executive  officer,  Thomas  A.  Hays  as  president,  and 
Lawrence  E.  Honig  and  Jerome  T.  Loeb  as  vice 
chairmen.  Mr.  Farrell  had  been  serving  as  president 


and  chief  executive  officer;  Mr.  Hays  had  been  vice 
chairman;  and  Mr.  Honig  and  Mr.  Loeb  had  been 
executive  vice  presidents.  With  each  of  the  changes, 
management  responsibilities  were  realigned  to  take 
advantage  of  each  executive’s  strengths. 

Added  to  the  Board  of  Directors  were  Helene 
L.  Kaplan,  partner  in  the  New  York  City  law  firm  of 
Webster  &  Sheffield  and  chairman  of  the  board  of 
trustees  of  Carnegie  Corporation  of  New  York,  and 
Mr.  Honig.  Mrs.  Kaplan’s  unique  background  in 
law  and  philanthropic  activities  and  Mr.  Honig’s 
insightful  role  in  developing  our  strategic  planning 
and  human  resources  activities  will  provide  meaning¬ 
ful  contributions  and  perspectives  to  our  Board. 

We  would  like  to  acknowledge  the  contributions 
of  two  people  who  left  the  Board  in  1985.  Joan  Ganz 
Cooney,  president  and  a  trustee  of  the  Children  s 
Television  Workshop,  retired  from  the  Board  in  June 
following  10  years  of  service.  Henry  A.  Lay,  May’s 
executive  vice  president  of  real  estate  and  improve¬ 
ments,  left  the  company  in  October  after  15  years  of 
service.  Both  were  exceptional  contributors  to  May 
and  we  will  miss  their  professional  business  skills 
and  friendship. 

May  Foundation 

We  increased  our  philanthropic  support  to 
nearly  $5  million  in  1985,  supporting  more  than 
700  organizations. 

The  Foundation  made  a  major  commitment  in 
1985  to  senior  adults  as  it  expanded  its  participation 
in,  and  became  corporate  sponsor  of,  the  Older 
Adult  Service  and  Information  System  (OASIS). 
With  more  than  30,000  members  nationwide, 
OASIS  is  a  unique  nonprofit  organization  which 
offers  educational,  informational  and  cultural 
service  programs  to  anyone  60  years  of  age  or  older. 

Three  new  OASIS  centers  were  opened  in  1985, 
bringing  to  nine  the  number  of  centers,  each  located 
in  one  of  our  department  stores.  We  expect  to  open 
four  more  centers  this  year  and  to  have  centers  in 
all  of  our  department  store  companies  by  the  end  ol 
1987.  For  its  efforts,  May  was  presented  a  Distin¬ 
guished  Volunteer  Service  Award  by  the  Secretary 
of  the  U.S.  Department  of  Health  and  Human 
Services. 

Iooking  Ahead 

A  We  are  excited  about  the  long-term  potential  for 
the  company  and  we  are  confident  that  our  entire 
organization’s  commitment  to  our  Mission 
Excellence  in  Retailing— will  enable  May  to  con¬ 
tinue  to  distinguish  itself.  For  1986,  we  will  seek  to 
produce  our  twelfth  consecutive  year  of  record 
earnings  and  a  return  on  equity  that  is  again  in 
the  top  quartile. 


From  left  to  right,  Jerome  T.  Loeb,  Allan  J.  Bloostein 

and  Richard  L  Battram,  vice  chairmen;  David  C.  Farrell,  chairman 

and  chief  executive  officer;  Thomas  A.  Hays,  president; 

Kenneth  Kolker,  chairman  of  May  Merchandising  Corporation; 
and  Lawrence  E.  Honig,  vice  chairman. 


We  have  a  talented,  dedicated  and  experienced 
management  team,  clear  merchandising  direction 
and  sound  management  processes.  And,  we  are 
backed  by  substantial  financial  strength.  These 
important  attributes  are  the  underpinning  of 
our  success. 

We  believe  1986  will  be  another  strong  year  for 
the  May  Company,  and  another  year  of  significant 
progress.  The  year  started  in  a  more  upbeat  fashion 
than  1985.  and  we  believe  that  the  calendar,  with 
an  additional  day  between  1  hanksgiving  and 
Christmas,  will  benefit  us.  We  are  also  encouraged 
by  a  lower  inflation  rate  and  the  overall  general 
health  of  the  economy. 

We  are  proud  of  the  efforts  and  accomplishments 
of  all  our  associates  in  making  1985  another  record 
year.  Our  organization  continues  to  respond  to  the 
challenges  of  our  Mission  and  clearly  is  stepping 
up  efforts  on  all  fronts. 

We  are  deeply  committed  to  serving  the  best 
interest  of  our  shareholders.  The  confidence  placed 
in  the  company  by  its  shareholders  is  sincerely 
appreciated. 


David  C.  Farrell 
Chairman  and 
Chief  Executive  Officer 


Thomas  A.  Havs  / 


Thomas  A.  Hays 
President 


April  8,  1986 
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thieving  Excellence  in  Retailing— 
A  Progress  Report 


May  Company’s  strong  performance  in  1985  is  based 
on  a  continuing  commitment  to  the  May  Mission: 
Excellence  in  Retailing.  Adopted  in  1982,  the 
mission  statement  set  the  objective  of  achieving 
and  sustaining  top  quart ile  performance.  Today,  our 
mission  statement  stands  as  an  even  stronger  and 
more  vital  guide  for  operating  our  business. 

Our  reports  to  shareholders  in  recent  years  have 
described  solid  achievements  as  well  as  our  goals  in 
key  areas  of  the  May  Mission.  This  year,  we  continue 
our  progress  report,  with  details  on  improvements 
to  merchandise  impact,  productivity,  information 
systems,  customer  service  and  human  resources. 
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irst  and  foremost  a  merchandising  company. 
May  believes  that  compelling  merchandise 
assortments  in  the  stores  are  essential 
for  success.  Our  goal  is  to  offer  well- 


planned  merchandise  selections  with  strong 
presentations  of  each  product  classification. 


The  past  year  produced  significant  progress  in 
the  overall  impact  of  our  merchandise.  We  have 
concentrated  on  presenting  quality,  fashion-oriented 
assortments  that  appeal  to  more  style-conscious 
customers.  We  have  also  worked  on  achieving  better 
focused  advertising  and  sales  promotion  with 
appropriately  aggressive  pricing. 


Assortment  plans  for  individual  merchan¬ 
dise  classifications  (such  as  junior 
dresses  or  women’s  skirts)  and  for 
individual  store  locations  are  developed 
by  our  merchandising  executives  to  determine  the 
best  use  of  inventory  dollars  to  make  a  forceful 
merchandise  statement.  The  May  approach  to 
assortment  planning,  an  important  part  of  our 
Business  Planning  process,  helps  identify  and 
expand  emerging  ideas  and  themes  throughout  our 
stores,  ensures  complete  merchandise  selections  in 
all  major  merchandise  areas,  and  helps  plan 
inventory  receipts  for  continuously  fresh 
merchandise. 
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Our  assortment  planning  process  begins  with 
principal  merchandising  ideas  identified  by  May 
Merchandising  Corporation,  our  merchandising 
organization  in  New  York.  It  is  May  Merchandising’s 
role  to  pinpoint  ideas  and  trends  very  early  for 
our  store  company  merchants.  Then,  our  merchan¬ 
dising  executives  work  together  to  detail  the 
specific  resources,  styles  and  pricepoints  that  will 
complete  the  merchandise  presentations  to  our 
customers.  This  partnership  keeps  our  merchandising 
decisions  focused  and  helps  create  a  significant 
competitive  edge. 

Another  important  competitive  edge  is  repre¬ 
sented  by  May  Department  Stores  International,  the 
overseas  buying  arm  of  May  Merchandising,  which 
operates  12  offices  in  the  Far  East  and  Europe.  As 
the  only  domestic  department  store  company  owning 
and  operating  all  of  its  overseas  offices,  May  has 
the  key  advantages  of  speed  and  the  expertise  of  our 
overseas  associates  to  capitalize  on  increasingly 
important  import  programs. 

I  he  collaboration  among  May  Merchandising, 
May  Department  Stores  International,  and  our  store 
companies  results  in  powerful  sales  opportunities. 

As  an  example,  May  achieved  great  success  with 
its  jacquard  blouse  program  in  Fall  1985.  May 
Merchandising  made  an  early  identification  of  the 
jacquard  fabric  s  importance.  Our  store  company 
merchants  responded  rapidly  with  initial  commit¬ 
ments  for  300,000  blouses  and  the  merchandise  was 
flown  from  the  Far  East  to  May  distribution  centers 
for  timely  presentation  in  the  stores.  This  program 
produced  tremendous  value  for  our  customers  at 
key  pricepoints  and  generated  substantial  sales 
volume  for  the  company.  Programs  such  as  these 
present  major  opportunities  to  augment  our  primary 
strategy  of  offering  consumers  the  most  wanted 
brand  names  and  designer  labels. 

Advertising  and  sales  promotion  strategies 
are  also  improving.  Across  the  company, 
our  approach  and  the  look  of  our 
advertising  is  focused  on  important  ideas 
and  vendors.  It  is  presented  so  that  the  customer 
senses  the  newness  and  excitement  we  offer  with 
styles  and  items  from  the  major  merchandise  ideas. 

We  are  also  paying  more  attention  to  pricing. 

Our  objective  is  to  offer  prices  that  deliver  value 
and  sell  large  quantities  of  merchandise.  These 
strategies  are  generating  an  enthusiastic  response 
from  consumers,  allowing  us  to  keep  fresh  and 
exciting  merchandise  flowing  into  our  stores. 
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Productivity,  as  gauged  by  sales  per  square 
foot,  continued  its  important  trend  upward 
during  1985.  Sales  per  square  foot  were 
$123,  up  35%  in  three  years.  Our  focus 
continues  to  encompass  all  retail  space— excess 
space  in  older  stores,  remodeling  of  highly  successful 
stores,  and  attention  to  size  and  merchandise  con¬ 
tent  in  new  stores. 

Reduction  of  excess  space,  predominantly  in 
older  downtown  department  stores,  has  produced  a 
two-fold  success.  With  less  square  footage  in  these 
stores,  more  focused  and  exciting  shopping  environ¬ 
ments  have  been  created.  We  are  achieving  greater 
impact  from  the  inventory  and  favorable  reaction 
from  our  customers.  At  the  same  time,  we  have  been 
quite  successful  in  obtaining  rental  revenues  from 
the  excess  space. 

We  have  also  had  great  success  in  boosting  the 
sales  per  square  foot  of  already  high  performing 
stores  through  remodels  and  space  reallocations. 

In  1985,  approximately  three  million  of  our  total 
28  million  department  store  retail  square  feet  were 
involved  in  remodels  or  space  reductions  and,  since 
implementation  of  this  strategy  in  1982,  approxi¬ 
mately  seven  million  of  our  then  30  million  square 
feet  have  been  affected  by  store  remodels  or  space 
reductions. 

New  stores  are  also  generating  increased 
revenues  in  space  that  is  carefully  planned.  As  an 
example,  the  new  Hecht’s  275,000  square  foot  Metro 
Center  store  in  downtown  Washington,  D.C.,  is 
producing  nearly  twice  the  volume  of  the  former 
downtown  store  in  half  the  space  and,  in  effect, 
quadrupling  productivity. 


Merchandise  information  systems,  another 
key  May  Mission  strategy,  continued  to 
be  refined  during  the  year  to  give  the 
company  information  that  is  increasingly 
more  timely  and  accurate.  We  are  substantially 
improving  the  use  of  this  information  through 
better  understanding  which,  in  turn,  results  in  more 
effective  action  by  report  users. 

Merchandising  executives  now  have  reports  on 
monthly  sales  for  each  vendor,  giving  a  rapid  indica¬ 
tion  of  consumer  demand  and  emerging  vendor 
prominence.  Also,  vendor  on-order  reports  allow 
us  to  monitor  our  upcoming  assortments  in  antici¬ 
pation  of  consumer  demand.  An  additional  report 
introduced  in  1985  concentrates  on  the  age  of 
merchandise  in  all  stores  to  help  us  keep  inventories 
fresh  and  new. 
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Customer  service  is  another  key  strategy 
of  the  May  Mission  which  received  top- 
level  attention  in  1985.  We  have  been 
carefully  monitoring  and  expanding  a 
major  test  of  significant  new  customer  service 
strategies,  using  one  of  our  larger  store  companies 
as  the  basis  for  the  test.  The  programs  that  have 
been  developed  promise  to  be  compelling  and  a 
significant  part  of  our  1986  efforts.  We  expect 
to  achieve  meaningful  improvements  in  staffing  and 
scheduling,  reduced  selling  floor  task  interference, 
and  enhanced  shopping  convenience. 

It  is  clear  that  the  challenges  of  customer 
service  facing  every  retail  organization  are  not  easily 
answered  or  quickly  solved.  A  customer’s  first  inter¬ 
action  with  our  store  associates  is  critical.  It  must 
be  consistently  professional  and  pleasant  if  we  are 
to  gain  a  competitive  edge  in  this  area.  At  the  same 
time,  we  recognize  the  importance  of  developing 
programs  and  approaches  that  are  sustainable  in 
all  of  our  stores. 


Human  resources  programs  are  another 
important  strategy  for  the  company  and 
important  goals  were  achieved  during  the 
year.  A  major  program  for  executive 
development  was  introduced  in  1985— the  first  of 
a  series  of  week-long  conferences  to  include  all 
of  our  divisional  merchandise  managers.  This 
May  DMM  Conference  is  unique  in  our  industry 
and  is  targeted  toward  a  key  group  of  merchandising 
executives  — the  DMMs.  As  merchants  who  are 
making  the  transition  from  buyer  to  merchandise 
manager,  the  DMMs  have  a  critical  impact  on  the 
growth  and  success  of  our  business.  Equally 
important,  the  concept  and  the  curriculum  of  the 
conference  was  developed  solely  by  May  executives. 
Topics  at  each  conference  are  led  by  our  chief 
executive  officer,  our  president,  members  of  our 
Senior  Management  Committee,  and  other  senior 
executives. 

In  college  recruiting,  we  hired  more  than  350 
students  from  targeted  schools  and  have  moved  our 
starting  salaries  up  75%  since  1980  to  a  leadership 
position  in  the  retail  industry.  We  are  encouraged 
that  the  retention  rate  of  these  newr  executives  is 
markedly  improved  and  that  they  are  kindling  a  new 
spirit  of  initiative  and  energy  that  promises  to 
significantly  benefit  the  company  over  the  long  term. 

Our  organization  is  one  of  our  greatest  strengths 
and  we  are  committed  to  providing  a  well-trained  and 
highly  motivated  staff  of  the  best  talent  in  retailing. 
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Review  of  Operations 

May  Company  surpassed  sales  of  $5  billion  for  the  first  time  in 
fiscal  1985,  reporting  sales  of  $5.03  billion,  an  increase  of  9.4% 
from  $4.60  billion  in  fiscal  1984.  Net  earnings  were  a  record 
$235.4  million,  an  increase  of  10.0%  from  1984.  Each  of  our 
business  segments  achieved  an  increase  in  operating  earnings 
and  store-for-store  sales  increases  were  at  levels  which  produced 
gains  in  real  terms.  Results  are  highlighted  below: 


<  millions) 

Sales 

Operating  Earnings 

1985 

Increase 
vs.  1984 

Store- 

for- 

Store 

1985 

Increase 
vs.  1984 

Percent 

of 

Sales 

Department  stores 

$3,327. 1 

4.9% 

4.3% 

$344.5 

1.9% 

10.4% 

Venture 

1.003.8 

13.8 

5.7 

58.0 

16.6 

5.8 

Volume  Shoe 

6%.  7 

28.2 

6.0 

97.6 

25.7 

14.0 

Real  estate 

28.6 

51.1 

Total 

$5,027.6 

9.4% 

4.7% 

$528.7 

9.1% 

Fiscal  1984  included  53  weeks.  However,  sales  information  for  1984  in  this  Review  of 
Operations  is  presented  on  a  52-week  basis  for  comparability.  The  additional  week 
did  not  materially  affect  1984  earnings. 

Operating  earnings  represent  LIFO  earnings  before  federal  and 
state  income  taxes,  net  interest  expense  and  corporate  expense. 
Store-for-store  sales  represent  sales  of  those  stores  open  during 
both  years.  The  Six  Year  Summary  by  Business  Segment  on 
pages  28  and  29  provides  additional  information. 

Viewed  over  five  years,  each  of  our  segments  has  grown 
significantly,  with  considerable  expansion  of  Venture  and 
Volume  Shoe.  These  results  are  reflected  as  follows: 


Operating  Earnings 

Total  Sales 

Five-Year 
Compound 
Growth  Rate 

Percent 
to  Total 

Five-Year 
Compound 
Growth  Rate 

Percent 
to  Total 

1985 

1980 

1985 

1980 

Department  stores 

9.2% 

65% 

.  80% 

7.8% 

66% 

>  75‘ 

Venture 

37.2 

11 

4 

13.8 

20 

17 

Volume  Shoe 

27.5 

19 

11 

25.3 

14 

8 

Real  estate 

17.0* 

5 

5* 

'•'Excluding  S14.7  million  non-recurring  gain  included  in  real  estate  operating  earnings 
in  1980. 


Department  Stores 

In  1985,  our  department  stores  had  record  sales  of  $3.33 
billion,  an  increase  of  4.9%  from  1984  and  4.3%  on  a  store-for- 
store  basis.  Operating  earnings  were  $344.5  million  in  1985,  up 
1.9%  Irom  $338.1  million  in  1984.  Return  on  sales  in  1985  was 
10.4%,  a  decrease  from  10.7%  in  1984.  reflecting  the  slower  sales 
growth  than  had  been  achieved  over  the  last  several  years.  This 
decrease  resulted  in  a  slightly  lower  return  on  beginning  net 
assets  of  22.6%  compared  to  1984's  high  of  24.2%. 

Three  new  department  stores,  totaling  approximately 
530,000  square  feet  of  retail  space,  opened  in  Fall  1985.  May  Co., 
California,  opened  a  122,000  square  foot  store  in  Montebello, 
Calif.;  Famous-Barr,  St.  Louis,  opened  a  132,000  square  foot 
store  in  Peoria,  Ill.;  and  Hecht’s  relocated  its  downtown 
Washington,  D.C.,  store  to  a  new  275,000  square  foot  store  in  the 
Metro  Center  urban  development.  Opening  day  for  the  Metro 
Center  store  was  one  of  the  most  successful  in  our  history  with 
record  numbers  of  both  customers  and  sales. 
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During  1985,  overall  department  store  square  footage 
declined  as  a  result  of  this  relocation  combined  with  the  closing 
of  two  low  productivity  locations  and  the  continuation  of  the 
company's  space  reduction  program. 

May  Company  continued  its  ambitious  expansion  and 
remodeling  program  for  existing  stores  in  1985  with  the  addition 
of  73,000  square  feet  of  retail  space  and  the  remodeling  of  1.7 
million  square  feet  of  existing  store  space.  Expansions  included 
Kaufmann’s  Century  III  Mall  store,  Pittsburgh,  and  the 
Washington  Square  store  of  Meier  &  Frank,  Portland,  Ore. 

In  addition,  the  downtown  Famous-Barr  store  underwent  a 
major  remodel  as  part  of  the  opening  of  the  adjoining  St.  Louis 
Centre  project. 

Representing  a  major  expansion  year  for  May,  seven  new 
department  stores  are  planned  for  1986,  adding  more  than  one 
million  square  feet  of  retail  space.  These  seven  stores  are  the 
most  opened  in  a  single  year  in  company  history.  In  February, 
May  Co.,  California,  opened  a  150,000  square  foot  store  in 
Escondido,  Calif.,  as  part  of  North  County  Fair,  a  project  in 
which  May  Centers  is  a  partner.  In  March,  May  Co.,  California  s 
downtown  Los  Angeles  store  was  relocated  to  a  new  137,000 
square  foot  store  in  Citicorp  Plaza.  May  Co.,  California,  is  the 
company's  largest  department  store  company  and  now  operates 
36  stores  in  Los  Angeles  and  San  Diego.  Five  other  department 
stores  with  approximately  760,000  square  feet  of  retail  space  are 
scheduled  to  open  in  Fall  1986:  a  Hecht’s  store  in  Owings  Mill, 
Md.;  Kaufmann’s  in  Ross  Park  Mall,  Pittsburgh;  G.  Fox  &  Co. 
in  Danbury,  Conn.;  Meier  &  Frank  in  Medford,  Ore.;  and  a 
May  D&F  store  in  Denver. 

In  addition,  we  will  continue  to  enhance  existing  highly 
productive  space  and  eliminate  space  with  low  productivity. 

The  1985-1989  expansion  plan  will  add  26  new  department 
stores  with  more  than  3.6  million  square  feet  of  retail  space.  In 
that  period,  approximately  $350  million  will  be  invested  in  new 
stores  and  another  $170  million  is  targeted  for  remodels  of 
existing  stores. 

In  January  1986,  May  announced  the  combination  of 
its  Strouss  department  store  company  in  Youngstown  with 
Kaufmann’s  in  Pittsburgh  into  a  single  department  store 
company  operating  under  the  Kaufmann’s  name.  Kaufmann’s 
now  operates  18  stores  and  is  one  of  May  Company’s  largest 
department  store  companies  with  1985  sales  of  $424  million. 

\enture 

Venture,  our  quality  discount  store  division,  surpassed 
$1  billion  in  sales  for  the  first  time  and  recorded  significantly 
higher  operating  earnings.  Venture’s  competitive  strategy  is  a 
balance  of  day-to-day  and  promotional  business,  offering  quality 
branded  merchandise  at  sharp  discount  prices. 

Sales  of  $1.00  billion  were  reported  for  Venture  in  1985,  an 
increase  of  13.8%  from  1984  and  5.7%  on  a  store-for-store  basis. 
Operating  earnings  were  $58.0  million  in  1985,  up  16.6%  from 
$49.8  million  in  1984.  Venture’s  1985  return  on  sales  of  5.8% 
was  improved  from  5.6%  in  1984  and,  more  significantly, 
improved  on  a  FIFO  basis.  Venture’s  return  on  beginning  net 
assets  continued  the  trend  of  recent  years,  improving  to  20.1% 
in  1985  compared  to  19.4%  in  1984  and  19.0%  in  1983. 


In  1985,  five  new  Venture  stores  opened  adding  approximately 
500.000  square  feet  of  retail  space.  Two  new  stores  were  added 
to  Venture’s  largest  market  area.  Chicago,  with  stores  in  Elgin 
and  Mundelein,  Ill.  New  stores  were  also  opened  in  the  St.  Louis 
suburb  of  Bridgeton,  Mo.,  in  St.  Joseph,  Mo.,  and  in  Rockford.  Ill. 
At  year-end,  Venture  operated  62  stores  in  seven  states,  including 
28  in  the  Chicago  area. 

In  addition.  Venture  completed  major  remodels  to  three 
stores  in  1985,  which  involved  approximately  350,000  square 
feet  of  retail  space. 

Also  during  the  year.  Venture  moved  its  executive  offices  to 
a  new  200,000  square  foot  headquarters  in  O’Fallon,  Mo.,  outside 
of  St.  Louis.  Venture  employs  more  than  1.000  people  in  the 
new  facility  which  combines  its  merchandising  and  central 
offices  with  its  adjacent  warehouse  operations. 

Venture  will  open  four  new  stores  in  1986  totaling 
approximately  353,000  square  feet  of  retail  space.  In  June  1986, 
Venture  will  open  a  store  in  Waukegan,  Ill.,  in  the  Chicago 
area;  in  September  1986,  a  store  will  be  added  to  the  St.  Louis 
market  in  Manchester.  Mo.;  and  later  in  the  Fall,  new'  stores 
will  open  in  Aurora,  Ill.,  in  the  Chicago  market,  and  Joplin, 
Mo.,  a  new  market  area  for  Venture. 

Venture’s  1985-1989  expansion  program  will  add  20  new 
stores  and  approximately  1.8  million  square  feet  of  retail  space. 
Venture  w  ill  invest  approximately  $130  million  in  new  stores  and 
about  $20  million  in  store  remodels. 


olumc  Shoe 

Volume  Shoe  is  one  of  the  nation  s  fastest  growing  specialty 
retailers.  Its  aggressive  pricing  and  range  of  styles  has  made  it 
the  largest  chain  of  self-service  shoe  stores  in  the  country. 

Volume  Shoe  reported  record  sales  of  $696.7  million  in  1985, 
an  increase  of  28.2%  from  1984  and  6.0"<>  on  a  store-for-store 
basis.  Operating  earnings  were  $97.6  million  in  1985,  up  25./% 
from  $77.6  million  in  1984.  Return  on  sales  was  14.0%  in  1985 
compared  with  14.3%  and  13.8%,  in  1984  and  1983.  respectively. 
Return  on  beginning  net  assets  was  33.1%  in  1985  matching 
1984's  rate  and  w'ell  ahead  of  1983  s  26.6%. 

Volume  Shoe  continued  its  rapid  growth  in  1985,  opening  205 
net  new  Payless  ShoeSource  stores,  with  630.000  square  feet  of 
additional  retail  space.  These  new  stores  are  located  in  the  major 
metropolitan  areas  across  the  United  States,  particularly  the 
West,  Southwest  and  Midwest. 

Significant  growth  occurred  in  the  Northeast,  a  newer 
market  area  for  Volume  Shoe.  A  total  of  29  net  new  stores  were 
added  in  this  region  and  Volume  Shoe  entered  the  Delaware 
market  for  the  first  time.  At  year-end,  Volume  Shoe  operated  in 
39  states  and  the  District  of  Columbia. 

As  part  of  its  aggressive  expansion  plan.  Volume  Shoe  expects 
to  open  approximately  350  new  stores  in  1986.  including  about 
150  stores  acquired  from  SCOA  Industries,  Inc.  The  acquired 
sites,  located  across  the  country,  will  be  converted  to  the  Payless 
ShoeSource  store  format  and  will  expand  Volume  Shoe  into 
New  York  for  the  first  time. 

The  1985-1989  expansion  plan  calls  for  a  gross  capital  invest¬ 
ment.  including  operating  lease  equivalents,  of  approximately 
$585  million  to  add  more  than  1,100  net  new  stores  with  about 
3.4  million  square  feet  of  retail  space.  Volume  Shoe  also  plans 
to  spend  $45  million  remodeling  existing  stores. 


Sales  and  Building  Area  by  Retail  Division 


1985 


1984 


Sales  in 
Millions  of 
Dollars 

Building 

Area  in 
Thousands 
of  Sq.  Ft. 

Number 

of 

Stores 

Sales  in 
Millions  of 
Dollars 

Building 
Area  in 
Thousands 
of  Sq.  Ft. 

Number 

of 

Stores 

May  Co.,  California 

Hecht’s,  Washington,  D.C. 

Famous-Barr  Co.,  St.  Louis 

Kaufmann’s,  Pittsburgh 

May  Co.,  Cleveland 

G.  Fox  &  Co..  Hartford 

Meier  &  Frank,  Portland,  Ore. 

O'Neil's,  Akron 

Mav  D&F.  Denver 

Mav  Cohens,  Jacksonville 

$  784.2 

567.8 

460.5 

423.9 

238.6 

219.1 

212.2 
175.4 

171.9 
73.5 

6.643 

3,847 

3,977 

3,655 

2,413 

1,569 

1,819 

1.398 

1.576 

643 

35 

23 

17 

18 

10 

8 

7 

10 

11 

6 

$  776.9 

518.8 

436.1 

412.7 

223.1 
191.4 

205.8 

163.9 
173.0 

68.9 

7,206 

4.075 

3,810 

3.666 

2,570 

1.568 

1.788 

1,435 

1,654 

655 

34 

23 

16 

19 

10 

8 

7 

10 

12 

6 

Total  department  stores 

Venture 

Volume  Shoe 

3,327.1 

1.003.8 

696.7 

27,540 

6,996 

6,355 

145 

62 

1,867 

3,170.6 

882.0 

543.4 

28,427 

6,528 

5.725 

145 

57 

1,662 

Total  retail  operations 


$5,027.6 


40,891 


2,074 


$4,596.0 


40.680 


,864 
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ay  Centers 

Primarily  through  its  May  Centers,  Inc.,  subsidiary,  the 
company  is  one  of  the  nation’s  largest  developers  and  managers 
of  regional  shopping  centers.  May  Centers  continues  to  create, 
develop  and  manage  quality  retail  facilities  which  enhance  May’s 
retail  businesses. 

In  March  1985,  the  company  purchased  Metropolitan  Life 
Insurance  Company’s  50%  interest  in  Parklabrea  Associates. 
May  Centers  and  Metropolitan  were  equal  partners  in  the  178- 
acre  commercial  and  residential  development  in  Los  Angeles. 
Parklabrea  also  features  May  Co.,  California’s  Wilshire  Boulevard 
department  store. 

Real  estate  operating  earnings  were  $28.6  million  in  1985, 
an  increase  of  51.1%  from  $18.9  million  in  1984.  Rental  revenues 
increased  to  $52.3  million  in  1985  from  $18.4  million  in  1984. 
The  increase  in  operating  earnings  and  rental  revenues  reflect 
the  reporting  of  Parklabrea  on  a  consolidated  basis  in  fiscal 
1985.  Operating  earnings  do  not  reflect  Parklabrea’s  interest 
expense  or  the  preferred  dividend  requirement  associated  with 
the  shares  issued  upon  acquisition.  Rental  revenues  including 
100%  of  those  attributable  to  affiliated  real  estate  partnerships 
were  a  record  $151  million  in  1985,  up  14.3%  from  $132  million 
in  1984. 

At  year-end.  May  Centers  wholly  owned  and  operated  five 
shopping  centers;  had  a  partnership  interest  in  and  operated 
another  18;  and  had  limited  partnership  interests  in  three  others. 

The  following  is  a  summary  of  the  properties  in  which  the 
company  has  an  interest: 


Shopping  Centers 

(millions) 

Wholly 

Partner¬ 

Owned 

ships 

Parklabrea 

Total 

February  1,  1986 

Properties,  at  cost 

*98.0 

$647.4 

$180.7 

$926.1 

Accumulated  depreciation 

(22.2) 

(104.3) 

(23.9) 

(150.4) 

Net  book  value  of 

properties 

Notes  payable  ($567.9 

75.8 

543.1 

156.8 

775.7 

non-recourse) 

Other  assets,  net,  and 

(62.8) 

(535.7) 

(41.6) 

(640.1) 

minority  interests 

9.2 

(4.8) 

(3.2) 

1.2 

Equity  investment 

$22.2 

$  2.6 

$112.0 

$136.8 

Gross  leasable  retail 

sq.  ft.  (thousands) 

1,436 

5,780 

7,216 

At  year-end  1985,  the  company  had  an  aggregate  interest  in  shopping  center  partner¬ 
ships  of  about  46%.  Notes  payable  included  $18.2  million  payable  to  the  parent  at 
February  1,  1986. 


The  growth  of  May  Centers’  operations  since  1980  has  been 
substantial.  Gross  leasable  retail  square  feet  has  increased  27%, 
and  the  cost  and  net  book  value  of  properties  have  more  than 
doubled  from  $432  and  $362  million,  respectively. 


May  Centers’  successful  expansion  and  remodeling  strategies 
made  1985  an  important  year  of  contribution  to  the  company’s 
overall  results.  The  highly  anticipated  $176  million  St.  Louis 
Centre  in  downtown  St.  Louis  opened  August  8  to  overflow 
crowds  and  record  sales.  St.  Louis  Centre  connects  the  Famous- 
Barr  flagship  store  and  another  major  retailer  with  four  levels 
of  shops  and  restaurants.  With  1.5  million  square  feet  of  retail 
space,  St.  Louis  Centre  is  the  nation’s  largest  downtown  enclosed 
shopping  mall.  An  additional  phase  of  the  project  is  One  City 
Centre,  a  $38  million,  21-story  office  tower  above  St.  Louis 
Centre  due  to  be  completed  in  Spring  1986.  Through  a  subsidiary. 
May  Centers  has  limited  partnership  interests  in  St.  Louis  Centre. 

In  October  1985,  a  $2  million  renovation  of  West  County 
Center  in  suburban  St.  Louis  was  completed.  May  Centers  is  a 
general  partner  in  and  manages  West  County  Center. 

Additionally,  May  Centers  celebrated  the  opening  of  North 
County  Fair  in  Escondido,  Calif.,  in  February  1986.  With  six 
major  retailers  as  co-anchors,  including  a  May  Co.,  California 
store,  North  County  Fair  is  one  of  the  largest  shopping  centers 
in  San  Diego  County.  The  1.3  million  square  foot  shopping  center 
also  has  180  mall  stores.  May  Centers  has  a  limited  partnership 
interest  in  and  manages  the  project. 

Ballston  Common,  a  1.1  million  square  foot,  mixed-use 
commercial  and  retail  urban  development  in  Arlington,  Va., 
is  scheduled  to  open  in  Fall  1986.  Converted  from  the  former 
Parkington  Shopping  Center,  phase  one  of  Ballston  Common 
features  a  remodeled  Hecht’s  store  which  was  completed  in 
August  1985,  a  second  major  retailer,  and  125  smaller  stores, 
plus  an  eight-story  office  building.  May  Centers  has  a  limited 
partnership  interest  in  the  Ballston  Common  joint  venture, 
and  is  developing  and  managing  the  project. 

Among  the  projects  planned  for  1987  is  completion  of  Mid 
Rivers  Mall  in  St.  Peters,  Mo.,  outside  of  St.  Louis.  The  513,000 
square  foot  mall,  which  features  an  existing  Famous-Barr  store, 
will  add  another  major  retailer,  90  mall  stores,  a  theatre  and  a 
food  court.  May  Centers  will  have  a  limited  partnership  interest 
in  and  manage  the  center. 
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Review  of  Financial  Condition 

. 


etnrn  on  Equity 

Our  objective  is  to  sustain  performance  which  places  our 
return  on  beginning  common  shareholders  equity  within  the  top 
quartile  of  the  retail  industry.  Our  1985  return  on  common 
shareholders’  beginning  equity  was  18.0%,  the  third  consecutive 
year  in  which  return  on  equity  has  equaled  or  exceeded  18%, 
an  accomplishment  consistent  with  our  return  on  equity 
objective. 

apital  Structure 

Our  strong  balance  sheet  reflects  a  capital  structure  which 
supports  our  objective  to  generate  superior  shareholder  returns, 
to  assure  access  to  capital  at  all  times  and  to  minimize  the  cost 
of  capital. 

Total  debt,  which  includes  long-  and  short-term  debt, 
redeemable  preferred  stock  and  the  capitalized  value  of  all 
leases,  including  operating  leases,  was  41%  of  capitalization  at 
1985  year-end,  compared  with  37%  and  38%  in  1984  and  1983, 
respectively.  Capitalization  includes  debt,  non-current  deferred 
taxes,  deferred  ITC  and  common  shareholders’  equity.  This 
ratio  increased  during  1985  as  a  result  of  the  acquisition  of 
Metropolitan  Life  Insurance  Company’s  50%  interest  in 
Parklabrea  and  the  issuance  in  April  1985  of  $100  million  of 
sinking  fund  debentures.  Our  bonds  are  rated  AA  by  Standard  & 
Poor’s  Corporation  and  AA-3  by  Moody’s  Investors  Service,  Inc., 
the  latter  rating  having  been  increased  during  the  year  from  A-l. 

Consistent  with  our  definition  of  capital,  we  define  fixed 
charges  to  include  gross  interest  expense,  total  rent  expense, 
and  the  pretax  equivalent  of  dividends  on  preferred  stock. 
Coverage  of  these  charges  was  3.7x  compared  to  4.1x  and  3.9x  in 
the  previous  two  years.  These  levels  of  debt-to-capitalization 
and  fixed  charge  coverage  provide  the  company  considerable 
financial  flexibility. 

Our  commercial  paper  is  rated  A-l 4-  and  P-1  by  Standard  & 
Poor’s  and  Moody’s,  respectively.  The  company  uses  short-term 
debt  primarily  to  finance  seasonal  requirements  and  had  no 
short-term  debt  outstanding  at  any  of  the  last  three  fiscal 
year-ends. 


^ash  How 

Cash  flow  increased  to  $395  million  from  $330  million 
in  1984,  and  was  7.8%  of  revenues,  among  the  highest  percent¬ 
ages  in  the  industry.  Cash  flow  as  a  percent  of  revenues  was 
7.1%  in  1984  and  7.3%  in  1983. 

^  apital  Expenditures 

Return  on  net  assets  is  used  as  the  principal  measure  for 
planning  and  evaluating  the  effectiveness  of  capital  invest¬ 
ments.  Productivity  and  increased  sales  per  square  foot  are 
being  emphasized  as  capital  is  invested  in  new  stores  and  new 
merchandise  information  systems.  Capital  is  also  being  invested 
to  enhance  the  performance  of  highly  successful  stores  through 
remodels  and  space  reallocations,  and  the  elimination  of  excess 
space  in  older  stores.  These  programs  have  significantly 
improved  our  sales  productivity  as  indicated  in  the  following 
table  which  is  based  upon  average  building  area: 


Sales  Per  Square  Foot 

1985 

1984 

1983 

1982 

Department  stores 

$119 

$110 

$  99 

$  88 

Venture 

148 

142 

131 

119 

Volume  Shoe 

115 

100 

94 

77 

Total  retail 

$123 

$114 

$103 

$  91 

Capital  expenditures  in  1986  will  approximate  $375  million 
(including  about  $65  million  capital  value  of  new  operating 
leases  principally  for  Volume  Shoe)  and  are  planned  at  $1.9 
billion  (including  $380  million  capital  value  of  new  operating 
leases)  for  the  1985-1989  period.  Internal  cash  flow  will  be  used 
to  finance  the  majority  of  these  requirements.  The  company  has 
a  shelf  registration  statement  filed  with  the  Securities  and 
Exchange  Commission  which  would  enable  it  to  sell  up  to 
$150  million  in  additional  debt  securities. 

Real  Estate 

The  company’s  real  estate  strategies  augment  our  strong 
financial  condition  and  enhance  cash  flow.  It  is  our  policy  to  own, 
to  the  extent  possible,  the  assets  required  to  conduct  our  depart¬ 
ment  store  and  Venture  operations.  May  Centers’  asset  values 
and  investments  provide  the  company  with  important  resources 
and  opportunities  for  future  investment  and  growth. 


Dividends 

The  increase  in  the  annual  dividend  rate  from  $1.88  to  $2.08 
per  share,  first  payable  in  June  1986,  represents  our  eleventh 
consecutive  annual  dividend  increase  and  twelfth  increase 
during  that  period.  Dividends  paid  have  increased  at  a  compound 
growth  rate  of  13.0%  in  the  five-year  period  1980  to  1985, 
consistent  with  our  policy  of  increasing  dividends  at  a  rate 
which  approximates  our  earnings  growth. 
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Report  of  Management 

Primary  responsibility  for  the  integrity  and  objectivity  of  the 
financial  information  presented  in  this  annual  report  rests  with 
management  of  the  company.  The  financial  statements  in  this 
report  have  been  prepared  in  conformity  with  generally  accepted 
accounting  principles.  Where  necessary  and  appropriate, 
certain  estimates  and  judgments  have  been  applied,  based  on 
currently  available  information  and  management’s  view  of 
current  conditions  and  circumstances.  Management  uses  the 
services  of  specialists  within  and  outside  the  company  in  making 
such  estimates  and  judgments. 

Management  maintains  a  system  of  accounting  and  controls 
to  provide  reasonable  assurance  that  assets  are  safeguarded 
against  loss  from  unauthorized  use  or  disposition  and  that 
accounting  records  provide  a  reliable  basis  for  the  preparation 
of  financial  statements.  The  system  of  controls  includes  the 
careful  selection  of  people,  a  division  of  responsibilities  and 
the  application  of  formal  policies  and  procedures  that  are  con¬ 
sistent  with  high  standards  of  accounting  and  administrative 
practices.  An  important  element  of  this  system  is  a  compre¬ 
hensive  internal  audit  program. 

Management  continually  reviews,  modifies  and  improves  its 
systems  of  accounting  and  controls  in  response  to  changes  in 
business  conditions  and  operations  and  to  recommendations  in 
the  reports  prepared  by  the  independent  public  accountants 
and  internal  auditors.  Management  believes  that  the  accounting 
and  control  systems  provide  reasonable  assurance  that  assets 
are  safeguarded  and  financial  information  is  reliable. 

Management  believes  that  it  is  essential  for  the  company  to 
conduct  its  business  affairs  in  accordance  with  the  highest 
ethical  standards  and  in  conformity  with  the  law. 


udit  Committee  of  the  Board  of  Directors 

The  Board  of  Directors,  through  the  activities  of  its  Audit 
Committee,  participates  in  the  reporting  of  financial  information 
by  the  company.  The  committee  meets  regularly  with  manage¬ 
ment.  the  internal  auditors  and  representatives  of  the  company’s 
independent  public  accountants.  The  committee  met  three 
times  during  1985  and  reviewed  the  scope,  timing  and  fees  for 
the  annual  audit  and  the  results  of  audit  examinations  com¬ 
pleted  by  the  internal  auditors  and  independent  public  accoun¬ 
tants,  including  the  recommendations  to  improve  certain 
internal  controls  and  the  follow-up  reports  prepared  by  manage¬ 
ment.  Representatives  of  the  independent  public  accountants 
and  the  internal  auditors  have  free  access  to  the  committee 
and  the  Board  of  Directors  and  attend  each  meeting  of  the 
committee. 

The  members  of  the  Audit  Committee  are  Richard  R.  Shinn 
(chairman),  Edward  H.  Meyer,  Russell  E.  Palmer,  William  R 
Stiritz,  J.S.  Webb  and  Murray  L.  Weidenbaum. 

The  Audit  Committee  reports  the  results  of  its  activities  to 
the  full  Board  of  Directors. 

uditors’  Report 

Arthur  Andersen  8c  Co. 

To  the  Board  of  Directors  and  Shareholders  of  The  May 
Department  Stores  Company: 

We  have  examined  the  consolidated  balance  sheet  of  The  May 
Department  Stores  Company  (a  New  York  corporation)  and 
subsidiaries  as  of  February  1,  1986,  and  February  2,  1985,  and 
the  related  statements  of  earnings,  common  shareholders’  equity 
and  changes  in  financial  position  for  each  of  the  three  fiscal 
years  in  the  period  ended  February  1,  1986.  Our  examinations 
were  made  in  accordance  with  generally  accepted  auditing 
standards  and,  accordingly,  included  such  tests  of  the  accounting 
records  and  such  other  auditing  procedures  as  we  considered 
necessary  in  the  circumstances. 

In  our  opinion,  the  financial  statements  referred  to  above 
present  fairly  the  financial  position  of  The  May  Department 
Stores  Company  and  subsidiaries  as  of  February  1,  1986,  and 
February  2,  1985,  and  the  results  of  their  operations  and  the 
changes  in  their  financial  position  for  each  of  the  three  fiscal 
years  in  the  period  ended  February  1,  1986,  in  conformity  with 
generally  accepted  accounting  principles  applied  on  a  consistent 
basis. 

Arthur  Andersen  &  Co. 

St.  Louis,  Mo., 

March  19,  1986. 
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The  Mav  Department  Stores  Company  and  Subsidiaries 

1  millions,  except  per  share) 

1985 

52  Weeks 

1984 

53  Weeks 

1983 
52  Weeks 

Net  Retail  Sales  and  Rental  Revenues 

$5,079.9 

$4,662.9 

$4,093.5 

Cost  and  Expenses: 

Cost  of  merchandise  sold,  including  occupancy  and  buying  costs 

Selling,  general  and  administrative  and  other  expenses 

Interest  expense,  net 

3.611.2 

983.9 

50.9 

3,297.0 

929.7 

41.5 

2.890.4 

820.9 

41.7 

4.646.0 

4,268.2 

3,753.0 

Earnings  before  income  taxes 

Provision  for  income  taxes 

433.9 

198.5 

394.7 

180.6 

340.5 

153.5 

Net  Earnings 

$  235.4 

$  214.1 

$  187.0 

Net  Earnings  Per  Common  Share 

$  5.38 

$  4.96 

$  4.32 

See  the  Summary  of  Significant  Accounting  Policies  and 
Notes  to  Consolidated  Financial  Statements. 
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onsolidated  Balance  Sheet 


The  May  Department  Stores  Company  and  Subsidiaries 

(millions,  except  number  of  shares) 

Assets 

Current  Assets: 


February  1,  1986 


Total  Current  Liabilities 

Long-term  Debt  and  Capitalized  Lease  Obligations 
Deferred  Income  Taxes 
Deferred  Investment  Tax  Credit 
Deferred  Compensation 

L  n realized  Appreciation — Ileal  Estate  Partnership 

Hedeemable  Preferred  Stock 

Common  Shareholders’  Equity: 

Common  stock 
Additional  paid-in  capital 
Retained  earnings 


Total  Liabilities  and  Common  Shareholders'  Equity 


934.1 

636.4 

170.4 

43.7 
63.5 

73.8 

102.8 


71.3 

1,346.3 


1,417.6 


$3,442.3 


February  2,  1985 


Cash  (including  marketable  securities  of  $123.2  and  $96.1,  respectively) 

Accounts  receivable,  net 

Merchandise  inventories  (net  of  accumulated  LIFO  provision 
of  $132.9  and  $130.9,  respectively) 

Other  current  assets 

$  175.0 

995.7 

730.9 

20.4 

$  140.4 
983.4 

687.2 

21.4 

Total  Current  Assets 

Property  and  Equipment: 

Land 

Buildings  and  building  equipment 

Furniture,  fixtures  and  equipment 

Property  under  capital  leases 

1,922.0 

1,832.4 

194.1 

1,127.0 

797.5 

77.3 

81.0 

924.9 

724.0 

78.2 

Accumulated  depreciation 

2,195.9 

(724.3) 

1,808.1 

(652.0) 

Other  Assets 

1,471.6 

48.7 

1,156.1 

58.2 

Total  Assets 

$3,442.3 

$3,046.7 

Liabilities  and  Common  Shareholders’  Ecpiity 

Current  Liabilities: 

Current  maturities  of  long-term  debt 

Accounts  payable 

Accrued  expenses 

Income  taxes — currently  payable 
—deferred 

$  30.2 

441.6 

257.4 

79.2 

125.7 

$  26.0 
431.2 
233.8 
73.6 
145.1 

909.7 

532.9 

139.1 

39.5 

55.9 

76.8 

3.6 


71.7 

.8 

1,216.7 


1,289.2 


$3,046.7 


See  the  Summary  of  Significant  Accounting  Policies  and 
Notes  to  Consolidated  Financial  Statements. 


Common  stock  has  a  par  value  of  $1.66%  per  share  and 
100,000,000  shares  are  authorized.  At  February  1,  1986, 
44.492.549  shares  were  issued  and  42,762,873  shares  were 
outstanding. 
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The  May  Department  Stores  Company  and  Subsidiaries 


1985 

1984 

1983 

(millions) 

52  Weeks 

53  Weeks 

52  Weeks 

Cash  Provided: 

Net  earnings 

$235.4 

$214.1 

$187.0 

Expenses  not  requiring  the  outlay  ol  cash: 

Depreciation  and  amortization 

126.2 

108.9 

99.1 

Deferred  income  taxes  (noncurrent),  employee  benefits  and  ITC 

36.6 

15.6 

19.0 

Earnings  of  affiliated  real  estate  partnerships 

(3.5) 

(8.4) 

(5.9) 

Cash  from  operations 

394.7 

330.2 

299.2 

Cash  Used: 

Capital  investments: 

Property  and  equipment  additions 

293.0 

225.1 

178.8 

Disposition  of  property  and  equipment 

(11.6) 

(11.6) 

(26.3) 

Working  capital,  excluding  cash,  marketable  securities  and  short-term  debt* 

34.8 

98.8 

27.6 

Distributions  from  affiliated  real  estate  partnerships 

(7.0) 

(18.8) 

(3.2) 

Disposition  of  investment  in  CDC 

— 

— 

(12.4) 

Other 

(5.2) 

6.3 

(31.4) 

304.0 

299.8 

133.1 

Cash  provided  by  operating  transactions 

90.7 

30.4 

166.1 

Financing  Transactions: 

Issuance  of  long-term  debt  and  capitalized  lease  obligations 

101.7 

.6 

10.8 

Repayments  of  long-term  debt  and  capitalized  lease  obligations 

(36.2) 

(22.9) 

(38.4) 

Repurchase  of  common  stock 

(55.7) 

(38.4) 

(26.2) 

Common  stock  issued  from  treasury 

31.2 

22.5 

19.7 

Acquisition  and  consolidation  of  Parklabrea,  net 

(13.9) 

— 

— 

Other 

(-3) 

(•9) 

(1.7) 

Cash  provided  by  (used  for)  financing  transactions 

26.8 

(39.1) 

(35.8) 

Dividend  Payments 

82.9 

67.8 

56.6 

Increase  (Decrease)  in  Cash  and  Marketable  Securities 

34.6 

(76.5) 

73.7 

Cash  and  Marketable  Securities,  Beginning  of  Year 

140.4 

216.9 

143.2 

Cash  and  Marketable  Securities,  End  of  Year 

$175.0 

$140.4 

$216.9 

*Comprised  of: 

Accounts  receivable,  net 

$  12.3 

$  63.1 

$  81.5 

Merchandise  inventories 

43.7 

119.9 

52.2 

Other  current  assets 

(1.0) 

(3.4) 

3.7 

Accounts  payable 

(10.4) 

(30.6) 

(66.1) 

Accrued  expenses 

(23.6) 

(23.8) 

(33.8) 

Income  taxes 

13.8 

(26.4) 

(9.9) 

$  34.8 

$  98.8 

$  27.6 

See  the  Summary  of  Significant  Accounting  Policies  and 
Notes  to  Consolidated  Financial  Statements. 
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Consolidated  Statement  of  Common  Shareholders’  Equity 

_  ! 


The  May  Department  Stores  Company  and  Subsidiaries 


Outstanding 
Common  Stock 

Additional 

Common 

Share¬ 

holders' 

Equity 

(  millions,  except  number  of  shares) 

Number 
of  Shares 

Dollars 

Paid-In 

Capital 

Retained 

Earnings 

Balance  at  January  29,  1983 

28.840.578 

$48.1 

$  20.7 

$  964.3 

$1,033.1 

Net  earnings 

Dividends  paid: 

— 

— 

— 

187.0 

187.0 

Common  stock  1  $L95F2  per  share ) 

_ 

_ 

_ 

(56.4) 

( 56.4 ) 

Preferred  stock 

Common  stock  issued  from  treasury  for: 

— 

— 

— 

(.2) 

(.2) 

Contribution  to  Profit  Sharing  and  Savings  Plan 

81.161 

.1 

4.0 

4.1 

Exercise  of  stock  options 

346.091 

.6 

12.3 

12.9 

1.9 

Restricted  stock  plan 

26.500 

_ 

1.9 

Deferred  compensation  plan 

28,206 

.1 

.7 

_ 

.8 

Purchase  of  common  stock  for  treasury 

(486,451) 

(.8) 

(25.4) 

_ 

(26.2) 

Retirement  of  preferred  stock 

— 

1.5 

— 

1.5 

Balance  at  January  28,  1984 

28,836,085 

48.1 

15.7 

1,094.7 

1.158.5 

Net  earnings 

— 

— 

_ 

214.1 

214.1 

Dividends  paid: 

Common  stock  ($1.56!:<  per  share) 

— 

_ 

_ 

( 67.6) 

(67.6) 

Preferred  stock 

— 

_ 

_ 

(.2) 

(.2) 

Three-for-two  stock  split: 

Shares  issued 

14.825.513 

24.7 

_ 

(25.0) 

(.3) 

Shares  held  in  treasury 

(461.979) 

(.7) 

_ 

.  i 

Common  stock  issued  from  treasury  for: 

Contribution  to  Profit  Sharing  and  Savings  Plan 

141.917 

.2 

6.6 

_ 

6.8 

Exercise  of  stock  options 

318.065 

.5 

10.3 

_ 

10.8 

2.1 

Contribution  to  MAYSOP 

51.844 

.1 

2.0 

Restricted  stock  plan 

35,225 

.1 

2.0 

_ 

2.1 

Deferred  compensation  plan 

31.599 

— 

.  7 

_ 

.7 

Purchase  of  common  stock  for  treasury 

(775,000) 

(1.3) 

(37.1) 

_ 

(38.4) 

Retirement  of  preferred  stock 

— 

.6 

— 

.6 

Balance  at  February  2,  1985 

43.003.269 

71.7 

.8 

1,216.7 

1.289.2 

Net  earnings 

— 

— 

— 

235.4 

235.4 

Dividends  paid: 

Common  stork  ( $  1 .84  per  share ) 

— 

_ 

_ 

(79.3) 

(79.3) 

Preferred  stock 

— 

— 

_ 

(3.6) 

(3.6) 

Common  stock  issued  from  treasury  for: 

Contribution  to  Profit  Sharing  and  Savings  Plan 

159,328 

.3 

7.3 

_ 

7.6 

Exercise  of  stock  options 

535.025 

.9 

18.8 

_ 

19.7 

Contribution  to  MAYSOP 

42,545 

_ 

2.1 

_ 

2.1 

Restricted  stock  plan 

7,063 

_ 

.  7 

_ 

.  L 

Deferred  compensation  plan 

51,943 

.1 

1.0 

_ 

l.i 

Purchase  of  common  stock  for  treasury 

(1.036.300) 

(1.7) 

(31.1) 

(22.9) 

( 55.7 ) 

Retirement  of  preferred  stock 

— 

.4 

.4 

Balance  at  February  1,  1986 

42.762.873 

$71.3 

$  - 

$1,346.3 

$1,417.6 

See  the  Summary  of  Significant  Accounting  Policies  and  All  share  and  per  share  amounts  for  fiscal  year  1983  are 

Notes  to  Consolidated  Financial  Statements.  presented  above  on  a  basis  prior  to  the  three-for-two  stock 

split  effective  October  3.  1984. 

Outstanding  common  shares  exclude  shares  held  in 
treasury  of  1.729,676  at  February  L  1986.  1,489.280  shares 
at  February  2,  1985,  and  1,246,426  at  January  28,  1984. 
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1^  iscal  Year 

The  company’s  fiscal  year  ends  on  the  Saturday  closest  to 
January  31.  Fiscal  years  1985,  1984  and  1983  ended  on 
February  1,  1986,  February  2,  1985,  and  January  28.  1984, 
respectively.  Fiscal  years  1985  and  1983  included  52  weeks. 
Fiscal  year  1984  included  53  weeks. 

asis  of  Reporting 

The  consolidated  financial  statements  include  the  accounts 
of  the  company  and  all  wholly  owned  subsidiaries.  References 
to  the  “company”  refer  to  the  company  and  its  wholly  owned 
subsidiaries. 

In  March  1985,  the  company  purchased  Metropolitan  Life 
Insurance  Company’s  50%)  interest  in  its  Parklabrea  real  estate 
partnership  for  $10  million  in  cash  and  $100  million  in 
preferred  stock.  Financial  information  for  the  year  ended 
February  1,  1986,  reflects  Parklabrea  on  a  consolidated  basis 
as  of  the  beginning  of  the  current  fiscal  year.  The  primary 
impact  of  this  transaction  at  date  of  acquisition  was  to  increase 
property  and  equipment  and  long-term  debt  by  $159.4  and  $42.1 
million,  respectively.  The  impact  of  this  transaction  on  net 
earnings  and  net  earnings  per  common  share  is  not  significant. 

Certain  reclassifications  were  made  to  the  prior  years’ 
consolidated  statement  of  earnings  to  conform  with  current 
year  presentation. 

Marketable  Securities 

Marketable  securities  are  stated  at  cost,  which  approx¬ 
imates  market. 

Sales  and  Accounts  Receivable 

Sales  include  merchandise,  services,  finance  charge  revenue 
from  customer  accounts  receivable,  and  sales  of  leased  and 
licensed  departments.  Sales  are  net  of  returns  and  exclude 
sales  tax. 

In  accordance  with  trade  practice,  installments  maturing  in 
more  than  one  year  on  deferred  payment  accounts  receivable 
have  been  included  in  current  assets.  For  financial  reporting, 
profit  on  merchandise  installment  sales  is  included  in  earnings 
when  the  sales  are  made.  For  income  tax  purposes  the  company 
uses  the  installment  method  of  reporting  profit  on  installment 
sales. 


epreciation  and  Amortization 

Property  and  equipment  are  depreciated  on  a  straight-line 
basis  over  their  estimated  useful  lives.  Investments  in  properties 
under  capital  leases  and  leasehold  improvements  are  amortized 
over  the  shorter  of  their  useful  lives  or  related  lease  terms. 

ncome  Taxes  and  Investment  Lax  Credit 

The  company  provides  income  taxes  currently  for  all  items 
included  in  the  consolidated  statement  of  earnings  regardless 
of  when  such  taxes  are  payable.  Deferred  taxes  arise  from  the 
recognition  of  revenue  and  expense  in  different  periods  for  tax 
and  financial  statement  purposes. 

Investment  tax  credits  are  deferred  and  amortized  over  the 
depreciable  lives  of  the  related  property. 

Preopening  Expenses 

Costs  associated  with  the  opening  of  new  stores  are  expensed 
during  the  year  incurred. 

nrealized  Appreciation  — Real  Estate  Partnership 

Unrealized  Appreciation  — Real  Estate  Partnership  (at  date 
of  formation)  relates  to  the  real  estate  and  debt  transferred  to  a 
partnership  in  1980,  and  represents  the  real  estate  appreciation 
and  favorable  interest  rates  on  the  mortgage  debt  associated  with 
the  50%o  interest  retained  and  the  portion  of  the  partnership 
debt  with  recourse  to  the  company.  This  appreciation  is  being 
amortized  into  earnings  by  the  company  over  the  lives  of  the 
related  assets,  the  maturities  of  the  related  debt,  or  upon 
disposition  of  the  partnership  assets.  The  amount  of  this 
amortization  was  $3.0  million  in  1985  and  1984,  and  $3.3  million 
in  1983. 


Merchandise  Inventories 

Merchandise  inventories  are  valued  at  the  lower  of  cost  or 
market  as  determined  primarily  by  the  retail  method,  and  are 
stated  on  the  LIFO  (last-in,  first-out)  cost  basis  for  department 
stores  and  Venture  (83%)  of  the  company’s  consolidated  in¬ 
ventories  in  1985,  84%)  in  1984),  and  on  the  FIFO  (first-in, 
first-out)  cost  basis  for  all  other  inventories. 

1^  arnings  Per  Share 

Earnings  per  share  are  computed  by  dividing  net  earnings, 
less  preferred  dividends  earned,  by  the  average  common  shares 
outstanding  during  the  year.  Common  stock  equivalents  would 
not  materially  dilute  earnings  per  share. 
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otes  to  Consolidated 


Financial  Statements 


Sales 

Sales  were  $5.03  billion  in  1985,  an  increase  of  9.4%  over  52- 
week  sales  of  $4.60  billion  for  1984.  Sales  increases  by  business 
segment  for  1985  and  1984  were  as  follows: 


1985  v< 

s.  1984 

1984  vs.  1983 

Store- 

Store- 

for- 

for- 

Total 

Store 

Total  Store 

Department  stores 

4.9%* 

4.3% 

9.3%  7.8( 

Venture 

13.8 

5.7 

17.8  5.2 

Volume  Shoe 

28.2 

6.0 

27.8  11.9 

Total 

9.4% 

4.7% 

12.8%  7.8* 

Fiscal  1984  included  53  weeks.  However,  sales  for  1984  are  shown  on  a  52-week 
basis  for  comparability. 


Store-for-store  sales  represent  sales  of  those  stores  open  during 
both  years.  Total  sales  reflect  the  opening  of  three  new 
department  stores,  one  of  which  replaced  an  existing  store, 
five  new  Venture  stores  and  205  net  new  Volume  Shoe  stores. 
*Two  additional  department  stores  were  closed  in  1985.  Exclud¬ 
ing  these  sales  for  the  comparable  closed  period  in  1984, 
department  stores  total  sales  would  have  increased  5.0%. 

Additional  information  by  business  segment  is  presented  in 
the  Six  Year  Summary  by  Business  Segment  on  pages  28  and  29. 

Sales  include  finance  charge  revenue  and  leased  and  licensed 
department  sales  as  follows: 


1985 

1984 

1983 

( millions) 

52  Weeks 

53  Weeks 

52  Weeks 

Finance  charge  revenue 

$138.9 

$127.1 

$115.2 

Leased  and  licensed  department  sales 

195.1 

194.1 

171.5 

Cost  and  Expenses 

Cost  of  merchandise  sold,  including  occupancy  and  buying 
costs,  increased  in  relation  to  total  revenues,  and  was  71.1%  of 
total  revenues  in  1985.  70.7%  in  1984  and  70.6%  in  1983. 

The  increase  in  the  cost  of  goods  sold  rate  in  1985  is  attributable 
primarily  to  a  LIFO  charge  of  $2.0  million  in  1985  versus  a  credit 


Net  Sales  I  billions) 


5.00 


of  $8.7  million  in  1984.  The  increase  in  the  1984  cost  of  goods 
sold  rate  was  attributable  to  a  decline  in  gross  margin  rate, 
substantially  offset  by  the  LIFO  credit. 

Selling,  general  and  administrative  and  other  expenses  as  a 
percent  of  total  revenues  were  19.4%,  19.9%  and  20.1%  in  1985, 
1984  and  1983,  respectively.  The  improved  operating  expense 
rate  reflects  improved  sales  productivity  resulting  in  part  from 
the  elimination  of  excess  space  and  reallocation  of  selling  space. 
Advertising  and  sales  promotion  costs  were  $169.4,  $158.4  and 
$132.9  million  in  1985,  1984  and  1983,  respectively. 

Interest  Expense 

The  increase  in  1985  interest  expense  is  primarily  the  result 
of  new  long-term  debt  issued  in  April  1985  and  the  reporting  of 
Parklabrea  on  a  consolidated  basis  during  1985.  Net  interest 
expense  was  1.0%  of  total  revenues  versus  .9%  in  1984  and 
1.0%  in  1983. 


( millions) 

1985 

1984 

1983 

Interest  expense 

$73.8 

$62.3 

$62.7 

Interest  income 

(13.4) 

(15.2) 

(15.3) 

Capitalized  interest 

(9.5) 

(5.6) 

(5.7) 

Net  interest  expense 

$50.9 

$41.5 

$41.7 

Retirement  and  Profit  Sharing 

The  company  and  its  subsidiaries,  except  Volume  Shoe,  have 
noncontributory  retirement  plans  covering  substantially  all 
employees  who  work  1,000  hours  or  more  per  year  and  who 
have  attained  age  21.  Actuarially  determined  pension  costs  are 
accrued  and  funded  on  an  annual  basis,  including  the  amorti¬ 
zation  of  prior  service  costs  over  30  years. 

A  summary  of  the  combined  data  for  these  plans  as  of  the 
two  most  recent  actuarial  valuation  dates  is  presented  below. 


( millions) 

January  1.  1985 

January  1,  1984 

Actuarial  present  value  of 
Vested 

Non-vested 

accumulated  benefits: 

$119.5 

6.5 

$101.6 

5.8 

$126.0 

$107.4 

Net  assets  available  for  plan 

benefits  at  market 

$133.0 

$118.7 

The  actuarial  present  value  of  accumulated  benefits  is  deter¬ 
mined  by  applying  actuarial  assumptions  to  adjust  accum¬ 
ulated  benefits  to  reflect  the  time  value  of  money  and  the 
probability  of  payment.  The  assumed  rate  of  return  used  in 
the  actuarial  computations  was  7.5%  in  both  valuations. 

In  1985,  changes  were  made  in  the  retirement  plans  which 
increased  certain  retirement  benefits.  These  changes  increased 
1985  pension  expense  by  $1.1  million  and  the  present  value  of 
accumulated  benefits  by  $14.0  million.  The  changes  did  not 
affect  net  earnings  since  the  combined  cost  of  the  retirement 
and  profit  sharing  and  savings  plans  is  6Vi%  of  net  earnings, 
as  defined. 

The  company  has  unfunded  supplementary  pension  plans 
for  certain  employees.  The  liability  for  prior  service  costs,  which 
was  $7.6  million  as  of  January  1,  1985,  is  being  recognized  over 
30  years.  The  actuarial  present  value  of  accumulated  benefits 
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under  these  plans  was  $5.8  million  at  January  1,  1985,  of  which 
$5.0  million  was  vested,  and  was  $5.7  million  at  January  1,  1984, 
of  which  $4.5  million  was  vested. 

The  company  has  a  contributory  profit  sharing  and  savings 
plan  in  which  all  employees  covered  by  the  retirement  plans  may 
participate.  The  plan  permits  employees  to  elect  that  contri¬ 
butions  be  made  prior  to  federal  and  certain  other  income  taxes 
pursuant  to  section  401(  k )  of  the  Internal  Revenue  Code.  There 
were  approximately  23,200  employees  participating  in  the 
profit  sharing  plan  at  December  31,  1985.  Volume  Shoe  has 
a  separate  profit  sharing  plan  which  covers  all  Volume  Shoe 
employees  who  work  1,000  hours  or  more  per  year  and  who 
have  attained  age  21. 

The  company  has  a  payroll-based  employee  stock  ownership 
plan  (MAYSOP)  covering  substantially  all  employees  eligible 
under  the  primary  retirement  and  profit  sharing  plans.  This 
plan  is  noncontributory  and  all  eligible  employees  are  fully 
vested  with  regard  to  their  share  of  the  company’s  annual 
contribution.  The  company  receives  a  federal  income  tax  credit 
equal  to  its  annual  contribution. 

Retirement  and  profit  sharing  expenses  for  the  last  three 
fiscal  years  are  summarized  as  follows: 


( millions) 

1985 

1984 

1983 

Retirement  plans: 

Primary  plans 

$13.3 

$12.3 

$11.1 

Supplementary  plans 

1.8 

1.4 

1.1 

Profit  sharing  and  savings  plans: 

Primary  plan 

7.4 

7.6 

6.9 

Volume  Shoe  plan 

2.5 

2.0 

1.5 

MAYSOP 

2.7 

2.7 

2.5 

Total 

$27.7 

$26.0 

$23.1 

Another  important  element  in  the  retirement  program  for 
employees  is  the  federal  social  security  system  into  which  the 
company  paid  $58.6  million  in  1985  as  its  matching  portion  of 
the  $58.6  million  contributed  by  its  employees. 


Net  Earnings  (millions) 


250 


During  1985.  the  Financial  Accounting  Standards  Board 
issued  new  standards  on  employers’  accounting  for  pensions. 
These  new  standards  will  be  adopted  prospectively  and  must  be 
implemented  by  fiscal  1987.  Early  adoption  is  permitted.  Based 
on  a  preliminary  review,  the  company  expects  that  the  new 
standards,  when  adopted,  will  not  have  a  material  impact  on 
either  its  financial  position  or  results  of  operations. 

Taxes 

The  differences  between  the  statutory  federal  income  tax  rate 
and  the  effective  income  tax  rates  for  the  last  three  fiscal  years 
were  as  follows: 


1985 

1984 

1983 

Statutory  federal  income  tax  rate 

State  and  local  income  taxes,  net  of  federal 

46.0% 

46.0% 

46.0"< 

tax  benefit 

3.3 

3.3 

3.5 

Amortization  of  investment  tax  credit 

(2.1) 

(2.2) 

(2.4) 

MAYSOP 

(.3) 

(.3) 

(.5) 

Other 

(1.2) 

(1.0) 

(1.5) 

Effective  income  tax  rate 

45.7% 

45.8% 

45.1V'< 

The  investment  tax  credit  (ITC)  on  1985  capital  expenditures 
is  estimated  to  be  $13.2  million  compared  with  $11.0  and  $8.8 
million  in  1984  and  1983,  respectively,  and  is  being  amortized 
into  earnings  over  the  lives  of  the  related  assets.  ITC  amortization 
in  1985  was  $9.0  million  compared  with  $8.6  and  $8.0  million 
in  1984  and  1983,  respectively.  If  the  company  used  the 
"flow-through"  method  of  accounting  for  ITC,  net  earnings  in 
1985  would  have  been  greater  by  $4.2  million  or  10?  per  share. 
The  company’s  consolidated  balance  sheet  at  February  1,  1986, 
includes  $43.7  million  of  deferred  ITC  which  will  be  amortized 
into  earnings  over  the  lives  of  the  related  assets. 

The  provision  for  income  taxes  and  related  percent  of  pretax 
earnings  for  the  last  three  fiscal  years  were  as  follows: 


1985 

1984 

1983 

( millions) 

S 

% 

$ 

% 

$ 

% 

Taxes  currently  payable: 
Federal 

State  and  local 

$156.5 

25.0 

$144.6 

22.8 

$107.9 

20.1 

Deferred  taxes: 

Federal 

State  and  local 

181.5 

11.1 

1.7 

41.8% 

167.4 

10.5 

1.4 

42.5% 

128.0 

23.4 

2.0 

37.6"< 

Investment  tax  credit 

12.8 

2.9 

11.9 

3.0 

25.4 

7.5 

deferred,  net 

4.2 

1.0 

1.3 

.3 

.1 

— 

Total 

$108.5 

45.7% 

$180.6 

45.8% 

$153.5 

is.  r\ 

The  provision  for  deferred  income  taxes  consisted  of: 


<  millions) 

1985 

1984 

1983 

Excess  of  tax  over  book  depreciation 

$20.5 

$13.9 

$10.9 

Deferred  gross  profit  on  installment  method  sales 

(2.0) 

9.6 

13.7 

Deferred  compensation 

(3.4) 

(4.0) 

(2.5 

Other 

(2.3) 

(7.6) 

3.3 

Total 

$12.8 

$11.9 

$25.4 

The  current  deferred  income  taxes  reflected  on  the  company’s 
consolidated  balance  sheet  are  primarily  related  to  deferred 
gross  profit  on  installment  method  sales.  9 


Taxes  other  than  income  taxes  consisted  of: 


( millions) 

1985 

1984 

1983 

Payroll 

S  81.9 

S  77.8 

$67.1 

Real  estate  and  personal  property 

31.0 

27.2 

26.5 

Other 

3.7 

3.6 

3.4 

Total 

SI  16.6 

$108.6 

$97.0 

Quarterly  Results  (unaudited) 

Summarized  quarterly  results  of  operations  for  the  last  three 
fiscal  years  were  as  follows  (millions,  except  per  share): 


Quarter 

Net 

Retail 

Sales 

Cost  of 
Merchan¬ 
dise 
Sold 

Net 

Earnings 

Net  Earn¬ 
ings  Per 
Common 
Share 

1985 

First 

$1,068.1 

$  776.5 

$  33.5 

$  .76 

Second 

1,097.6 

805.8 

37.8 

.86 

Third 

1,207.9 

877.7 

44.2 

1.00 

Fourth 

1,654.0 

1,151.2 

119.9 

2.76 

Year 

$5,027.6 

$3,611.2 

$235.4 

$5.38 

1984  (53  Weeks) 

First 

$  937.8 

$  680.2 

$  27.5 

$  .63 

Second 

1.009.2 

728.0 

37.0 

.86 

Third 

1,107.9 

800.4 

39.6 

.92 

Fourth 

1,589.6 

1,088.4 

110.0 

2.55 

Year 

$4,644.5 

$3,297.0 

S214.1 

$4.96 

1983 


First 

S  816.7 

$  596.8 

$  20.3 

$  .47 

Second 

885.7 

638.3 

30.9 

.71 

Third 

977.5 

702.1 

35.4 

.82 

Fourth 

1.396.0 

953.2 

100.4 

2.32 

Year 

$4,075.9 

$2,890.4 

$187.0 

$4.32 

Quarterly  results  are  determined  in  accordance  with  the  same 
accounting  policies  used  for  annual  information,  including 
certain  items  based  upon  estimates  for  the  entire  year. 


learnings  Per  Share  (dollars) 


5.50 


In  the  fourth  quarter  of  each  of  the  last  three  years,  the 
company  recorded  LIFO  credits  of  $4.5  million  ( 5$  per  share ), 
$15.2  million  ( 17$  per  share)  and  $5.2  million  (6$  per  share), 
respectively,  due  to  uncertainty  in  the  factors  used  to  estimate 
the  annual  LIFO  provision  on  an  interim  basis.  The  following 
unaudited  supplementary  information  indicates  the  pro  forma 
impact  of  LIFO  had  the  final  factors  been  known  at  the  time  the 
quarterly  estimates  were  recorded. 


1985 

1984 

1983 

Pro 

As 

Pro 

As 

Pro 

As 

Quarter 

forma 

Reported 

forma 

Reported 

forma 

Reported 

First 

$  - 

$  .03 

$(.02) 

$  .03 

$  - 

$  .03 

Second 

— 

.02 

(.02) 

.02 

.01 

.03 

Third 

.01 

.02 

(.02) 

.02 

.01 

.03 

Fourth 

.01 

(.05) 

(.04) 

(.17) 

.01 

(.06) 

Year 

$.02 

$  .02 

$(.10) 

$(.10) 

$.03 

S  .03 

The  following  items  are  reflected  in  selling,  general  and 
administrative  and  other  expenses  in  the  consolidated 
statement  of  earnings. 

In  the  1985  fourth  quarter,  subsequent  to  the  opening  of 
Hecht’s  new  Metro  Center  store  in  Washington,  D.C.,  the 
company  sold  its  previous  downtown  location  resulting  in  a 
pretax  gain  of  $5.7  million  (10$  per  share).  This  is  the  first  of 
nine  installments.  Future  installments  are  due  in  the  first 
quarters  of  1986  through  1993  and  will  result  in  additional 
annual  pretax  gains  of  $4.6  million. 

In  the  1985  fourth  quarter,  the  company  also  recorded  a 
pretax  charge  of  $5.5  million  (7$  per  share)  resulting  from 
the  combination  of  its  Strouss  and  Kaufmann’s  divisions. 

In  the  1983  second  quarter,  the  company  sold  its  investment 
in  Consumers  Distributing  Company  Limited  of  Canada 
(CDC),  resulting  in  a  pretax  capital  gain  of  $11.6  million  (18$ 
per  share). 

In  the  1983  second  quarter,  the  company  also  contributed 
$15.0  million  (17$  per  share)  to  The  May  Stores  Foundation, 
Inc.,  the  company’s  charitable  foundation. 

Accounts  Receivable 

During  1985,  department  store  credit  sales  (under  department 
store  credit  programs)  were  $2.1  billion  or  62.1%  of  1985 
department  store  sales  compared  with  61.9%  in  1984  and  60.3% 
in  1983.  An  estimated  15.2  million  customers  hold  credit  cards 
under  the  company’s  various  credit  programs.  In  addition, 
$494.9  million  in  sales,  including  sales  by  Venture  and  Volume 
Shoe,  were  made  through  third  party  credit  cards  in  1985, 

$84.7  million  of  which  were  Venture  sales  through  one  of  the 
department  store  credit  cards. 


( millions) 

February  1,  1986 

February  2,  1985 

Customer  receivables 

$  967.1 

$  960.3 

Other  receivables 

57.7 

47.5 

Gross  receivables 

1.024.8 

1,007.8 

Allowance  for  doubtful  accounts 

(29.1) 

(24.4) 

Net  receivables 

$  995.7 

$  983.4 
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Bad  debt  expense,  including  actual  net  losses  and  adjustments 
to  the  reserves,  was  $29.1,  $18.8  and  $13.5  million  in  1985, 
1984  and  1983,  respectively. 


Other  Assets 


( millions) 

February  1. 1986 

February  2,  1985 

Investments  in  and  advances  to 

affiliated  real  estate  partnerships 
Excess  of  cost  over  net  assets  of 

$  8.4 

$20.4 

purchased  businesses 

11.4 

11.5 

Notes  receivable  and  other  assets 

28.9 

26.3 

Total 

$48.7 

$58.2 

Accrued  Expenses 


( millions) 

February  1,  1986 

February  2,  1985 

Salaries,  wages  and  vacation  pay 

$  59.0 

$  56.5 

Taxes,  other  than  income  taxes 

44.7 

44.9 

Accrued  insurance  costs 

31.8 

31.0 

Accrued  interest  expense 

11.7 

9.5 

MAYSOP.  retirement  and  profit  sharing 

10.2 

9.8 

Outstanding  trading  stamps 

8.2 

10.2 

Other  accrued  expenses 

91.8 

71.9 

Total 

$257.4 

$233.8 

Short-Term  Debt  and  Lines  of*  Credit 

Short-term  borrowings  for  the  last  three  years  are  summarized 
as  follows: 


{ millions) 

1985 

1984 

1983 

Average  balance  outstanding 

$23.6 

$21.8 

$17.0 

Average  interest  rate 

8.0% 

10.4% 

9.0° 

Maximum  balance  outstanding 

$69.0 

$70.0 

$45.0 

The  company  had  no  short-term  borrowings  at  the  end  of 
any  of  the  last  three  fiscal  years.  The  average  amount  of 
short-term  borrowings  outstanding,  primarily  commercial 
paper,  and  the  respective  weighted  average  interest  rate  are 
based  on  the  number  of  days  such  short-term  borrowings 
were  outstanding  during  the  fiscal  year. 


Cash  Flow  (millions) 


400 
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The  company  has  a  multi-year  credit  agreement  amounting  to 
$200.0  million.  As  of  February  1.  1986.  there  were  no  amounts 
outstanding  under  this  agreement.  In  addition,  hank  lines  of 
credit  available  for  use  in  retail  operations  totaled  $48.0  million 
at  February  1,  1986,  for  which  the  company  pays  commitment 
fees.  These  lines  of  credit  were  not  used,  except  in  support  oi 
commercial  paper  borrowings,  in  any  of  the  last  three  fiscal  years. 

The  company  also  has  $40.0  million  in  lines  of  credit  to 
support  its  real  estate  operations,  of  which  $19.9  million  were 
in  use  by  the  company’s  unconsolidated  affiliated  real  estate 
partnerships  at  February  1.  1986.  The  company,  through  its 
real  estate  operations,  is  also  guarantor  of  certain  debt  obli¬ 
gations  of  affiliated  partnerships  and  companies.  The  amount 
of  such  debt  outstanding  as  of  February  1,  1986,  was  $15.4 
million. 


Long-Term  Debt  and  Lease  Obligations 

Long-term  debt  and  capitalized  lease  obligations  at  the  end  of 
each  year  were: 


( millions) 

February  1,  1986 

February  2,  1985 

3%  to  W/2%  unsecured  notes 
and  sinking  fund  debentures 
due  1987-2015 

$378.2 

$303.7 

41 2%  to  12V6%  mortgage  notes  and 
bonds  due  1987-2013 

212.0 

180.7 

Long-term  debt 

590.2 

484.4 

Capitalized  lease  obligations 

46.2 

48.5 

Total 

$636.4 

$532.9 

During  April  1985,  the  company  issued  $100.0  million  1 1%% 
sinking  fund  debentures  due  2015.  The  annual  maturities  of 
long-term  debt,  including  sinking  fund  requirements,  are  $30.2. 
$32.6,  $70.1,  $32.6  and  $35.8  million  for  1986  through  1990, 
respectively. 

During  March  1986,  the  company  issued  $125.0  million 
914%  sinking  fund  debentures  due  2016.  The  proceeds  from  this 
issuance  are  available  for  financing  the  company’s  operations. 

The  net  book  value  of  property  and  equipment  encumbered 
under  long-term  debt  agreements  was  $296. 1  million  at  February 
1,  1986.  Under  the  most  restrictive  covenants  of  long-term  debt 
agreements,  $552.1  million  of  retained  earnings  at  February  1, 
1986,  was  restricted  as  to  the  payment  of  dividends.  The 
company  was  in  compliance  with  the  restrictive  covenants  of  its 
long-term  debt  agreements  at  February  1,  1986. 

The  company  owms  approximately  two-thirds  of  its  depart¬ 
ment  stores  and  Venture  stores,  and  leases  most  of  its  Volume 
Shoe  stores.  Approximately  64%  of  real  property  rent  expense 
was  attributable  to  Volume  Shoe  in  1985. 

Rental  expense  for  the  company’s  operating  leases  consisted  of: 


(millions) 

1985 

1984 

1983 

Real  property: 

Minimum  rentals 

$63.8 

S49.9 

$41.9 

Contingent  rentals  based 
on  defined  sales  volume 

8.4 

8.3 

7.7 

72.2 

58.2 

49.6 

Equipment  rentals 

13.6 

13.9 

11.8 

Total 

$85.8 

$72.1 

$61.4 

25 


Future  minimum  lease  payments  at  February  1,  1986,  were 
as  follows: 


(millions) 

Capital 

Leases 

Operating 

Leases 

Total 

1986 

$  6.4 

S  66.5 

$  72.9 

1987 

6.4 

61.9 

68.3 

1988 

6.3 

56.1 

62.4 

1989 

6.3 

51.0 

57.3 

1990 

6.3 

46.5 

52.8 

After  1990 

58.7 

260.1 

318.8 

Minimum  lease  payments 

90.4 

$542.1 

$632.5 

Less— executory  costs  included  in 

minimum  lease  payments 

(1.7) 

—  imputed  interest  component 

(40.1) 

Present  value  of  net  minimum  lease 

payments  of  which  $2.4  million  is 

included  in  current  liabilities 

$48.6 

The  company  estimates  the  present  value  of  future  minimum 
payments  on  operating  leases  to  be  $356  million. 

Additional  lease  payments  based  on  defined  sales  volume  for 
the  above  capital  leases  were  $1.4  million  in  1985  and  $1.3 
million  in  1984  and  1983.  The  above  amounts  for  operating 
leases  are  net  of  immaterial  amounts  of  sublease  rental  revenues. 

The  investment  in  property  under  capital  leases  is  summarized 
as  follows: 


( millions) 

February  1,  1986 

February  2,  1985 

Cost  (primarily  retail  facilities) 

$  77.3 

$  78.2 

Accumulated  amortization 

(34.2) 

(32.2) 

Total 

$  43.1 

$  46.0 

1  he  company  also  operates  five  wholly  owned  shopping  centers 
in  which  stores,  office  buildings  and  other  properties  are  leased 
entirely  or  in  part  to  others.  The  net  book  value  of  shopping 
center  properties  leased  to  others  under  operating  leases  was 
$51.3  million  as  of  February  1.  1986. 


Net  Book  Value 

per  common  share  (dollars) 

35.00 


Redeemable  Preferred  Stock 

In  March  1985,  the  company  issued  five  million  shares  of 
Series  X  Cumulative  Preference  Shares  (of  the  25  million 
authorized  preference  shares),  with  a  stated  value  of  $20  per 
share,  to  Metropolitan  Life  Insurance  Company  in  connection 
with  the  purchase  of  Metropolitan’s  50%  interest  in  Parklabrea. 
The  preferred  shares  are  redeemable  from  1988  through  1992 
in  five  $20  million  annual  payments.  The  annual  dividends  range 
between  $3.5-$5.0  million  through  October  1,  1987,  and  are 
negotiable  thereafter.  Under  certain  specified  conditions  relating 
to  future  operations,  payment  of  additional  dividends  may  be 
required  as  well  as  additional  purchase  price  amounts  of  up  to 
$30  million.  Additionally,  the  holder  of  the  preferred  shares 
may,  at  its  option,  call  for  redemption  of  the  shares  after  30 
months. 

In  addition  to  the  Series  X  Cumulative  Preference  Shares 
mentioned  above,  there  were  43,018  shares  of  redeemable 
preferred  stock  outstanding  at  February  1,  1986,  and  57,619 
shares  at  February  2,  1985. 

Common  Stock  Dividends  and  Market  Prices 

The  company  raised  its  annual  dividend  rate,  effective  with  the 
June  15,  1986,  payment,  to  $2.08  per  share  or  52<P  quarterly, 
a  10.6%  increase  and  the  twelfth  increase  in  eleven  years.  The 
company  has  paid  consecutive  quarterly  dividends  since 
December  1,  1911. 

The  quarterly  price  ranges  of  the  common  stock  and  dividends 
per  share  in  fiscal  1985  and  1984  were: 


1985 

1984 

Quarter 

Market  Prices 
High  Low 

Dividends 

Per  Share 

Market  Prices 
High  Low 

Dividends 
Per  Share 

First 

$49!/2 

$42 

$  .43 

$34M2 

$30i/2 

$  .33% 

Second 

58% 

46% 

.47 

39 

321/4 

.40 

Third 

60i/2 

49% 

.47 

42i/2 

36% 

.40 

Fourth 

65 

57% 

.47 

48% 

37V2 

.43 

Year 

$65 

$42 

$1.84 

$48% 

$301/2 

$1.56% 

The  approximate  number  of  common  shareholders  as  of 
March  1, 1986,  was  36,900. 


Stock  Option  and  Stock  Related  Plans 

Under  the  company’s  common  stock  option  plans,  options  are 
granted  at  the  market  price  on  the  date  of  grant.  Each  option 
to  purchase  extends  for  a  period  of  five  years  or  ten  years,  may  be 
exercised  in  installments  only  after  stated  intervals  of  time,  and 
is  conditioned  upon  continued  active  employment  with  the 
company  except  for  periods  following  retirement,  disability  or 
death.  Since  the  option  price  is  fixed  at  the  market  price  on 
the  date  of  grant,  no  compensation  is  charged  against  earnings 
by  the  company.  There  were  1,021  employees  participating  in 
the  company’s  common  stock  option  plans  at  February  1,  1986. 
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The  changes  in  shares  subject  to  outstanding  options  were: 


(shares  in  thousands) 

1985 

1984 

Shares 

Grant 

Prices 

Shares 

Grant 

Prices 

Outstanding  at  beginning  of  year 

1,993.5 

$1541 

1.924.3 

$15-37 

Granted 

740.3 

47-59 

695.5 

31-41 

Exercised 

(533.7) 

15-41 

(424.3) 

15-37 

Cancelled  or  expired 

(204.0) 

15-48 

(202.0) 

15-37 

Outstanding  at  end  of  year 

1,996.1 

$15-59 

1,993.5 

$15-41 

Exercisable  at  end  of  year 

409.3 

$15-41 

415.9 

$15-37 

Shares  available  for 
additional  grants 

957.4 

1,496.9 

The  company  also  has  a  plan  under  which  stock  appreciation 
rights  can  be  granted  in  connection  with  common  stock  options. 
As  of  February  1,  1986,  122,180  options  were  subject  to  stock 
appreciation  rights. 

Under  the  1979  Restricted  Stock  Plan,  the  company  is 
authorized  to  grant  a  maximum  of  600,000  shares  to  manage¬ 
ment  employees.  No  monetary  consideration  is  paid  by 
employees  receiving  restricted  stock.  During  1985  and  1984, 
7,063  and  51,525  shares  of  restricted  stock  were  granted, 
respectively. 

Subsequent  Event 

The  company  adopted  a  Shareholder  Rights  Plan  effective 
March  3,  1986.  Under  the  plan,  a  right  was  distributed  to 
the  holder  of  each  share  of  the  company’s  common  stock  on 
March  3,  1986.  The  rights  were  not  exercisable  when  granted 
and  may  only  become  exercisable  under  certain  circumstances 
involving  actual  or  potential  acquisitions  of  the  company’s 
common  stock  by  a  person  or  affiliated  persons.  Depending 
upon  the  circumstances,  if  the  rights  become  exercisable,  the 
holder  may  be  entitled  to  purchase  units  of  the  company’s 
preference  stock,  shares  of  the  company’s  common  stock, 
or  shares  of  common  stock  of  the  acquiring  person.  The  rights 
will  remain  in  existence  until  March  3,  1996,  unless  they  are 
earlier  terminated,  exercised  or  redeemed. 


Return  on  Resinning  Equity  (percent) 
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Supplementary  Information  on  Inflation 
and  Changing  Prices  (unaudited) 

The  following  information  was  prepared  in  accordance  with 
Statement  of  Financial  Accounting  Standards  Nos.  33  and  82 
to  illustrate  the  effects  of  inflation  on  conventional  financial 
data  which  is  presented  in  historical  cost  amounts.  The  supple¬ 
mentary  information  is  shown  under  the  "current  cost'’  method. 
The  "current  cost”  method  measures  the  effects  of  changes  in 
specific  prices  ( current  cost )  on  inventory  and  property  and 
their  related  expenses. 


Statement  of  Earnings  Adjusted  for  Inflation 

Fiscal  Year  Ended  February  1,  1986 _ 

Current 

(millions) _ As  Reported _ Cost  Basis 

Net  retail  sales  and  rental  revenues  $5,079.9  $5,079.9 

Cost  of  sales  and  other  related  expenses  4,519.8  4,519.8 

Depreciation  and  amortization _ 126.2 _ 168.3 

Earnings  before  income  taxes  433.9  391.8 

Provision  for  income  taxes  198.5  198.5 

Effective  income  tax  rate _ 45.7% _ 50.7% 

Net  earnings  $  235.4  $  193.3 


Gain  from  decline  in  purchasing  power 

of  net  amounts  owed  3  22.1 


Increase  in  current  cost  of  inventories 

and  property  and  equipment  $  211.1 

Increase  in  general  price  level 
of  inventories  and  property 

and  equipment _ _ 102.3 


Excess  of  increase  in  current 

cost  over  increase  in  general  price  level_ 3  108.8 


Adjustments— Current  Cost  Basis 

Net  retail  sales  and  rental  revenues  and  other  operating 
expenses  are  considered  to  approximate  average  1985  dollars 
and,  therefore,  remain  unchanged  under  the  current  cost 
method  from  the  amounts  presented  in  the  financial  statements. 

The  company  uses  the  LIFO  (last-in,  first-out)  inventory 
method  for  substantially  all  inventories  which  results  in  cost 
of  sales  that  approximates  current  cost. 

Current  cost  of  retail  and  related  support  buildings  and  equip¬ 
ment  was  calculated  using  engineering  estimates  of  current 
cost  and  the  productive  capacity  of  such  facilities  as  deter¬ 
mined  by  analytical  techniques.  Each  facility  was  analyzed  to 
determine  the  size  necessary  to  maintain  its  present  sales 
volume  (as  if  replaced  )  using  current  construction  techniques 
and  design.  All  significant  facilities  and  retail  operations  were 
included  in  determining  current  cost  values.  These  estimates 
have  been  calculated  in  accordance  with  industry  guidelines 
provided  by  the  National  Retail  Merchants  Association. 

Depreciation  expense  was  computed  under  the  same  methods 
and  estimated  useful  lives  as  used  in  the  financial  statements. 

The  provision  for  income  taxes  is  unchanged  from  the  amount 
in  the  financial  statements  since  federal  and  state  income  tax 
laws  do  not  allow  adjustments  to  cost  of  sales  or  depreciation 
expense  for  the  effects  of  inflation.  As  a  result,  the  company 
incurs  income  taxes  at  a  rate  of  50.7%  in  terms  of  1985  dollars 
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under  the  current  cost  method,  significantly  in  excess  of  the 
effective  rate  of  45.7%  shown  in  the  financial  statements. 

The  “Gain  From  Decline  in  Purchasing  Power  of  Net  Amounts 
Owed  represents  the  benefit  of  having  net  outstanding 
liabilities  which  will  be  repaid  in  dollars  of  less  value.  This 
amount  is  calculated  using  the  company’s  average  net  monetary 
liabilities  for  1985,  which  are  primarily  accounts  receivable, 
current  liabilities  and  long-term  debt,  multiplied  by  the  1985 
change  in  CPI-U.  Monetary  assets  and  liabilities  are  those 


which  are,  or  will  be,  converted  into  a  fixed  number  of  dollars 
regardless  ot  the  effects  of  general  inflation.  This  amount  does 
not  represent  funds  available  for  distribution  to  shareholders  or 
income  as  presently  defined  in  the  financial  statements. 

Current  cost  of  income-producing  real  estate  was  estimated 
based  upon  current  construction  costs. 

At  February  1,  1986,  the  current  cost  of  inventory  was  $863.8 
million  and  the  current  cost  of  property  and  equipment,  net  of 
accumulated  depreciation,  was  $2,041.9  million. 


Comparison  of  Selected  Supplementary  Financial  Data 

Restated  to  Average  1985  Dollars  (except  for  historical  amounts) 


(millions  of  dollars,  except  per  share) _  1985  1984  1983  1982 


Net  retail  sales  and  rental  revenues 

Current  cost  information: 

$5,079.9 

$4,780. 1 

$4,418.9 

$3,951.2 

$3,884.0 

Net  earnings 

193.3 

175.2 

149.4 

112.1 

99.1 

Net  earnings  per  common  share 

4.41 

4.06 

3.45 

2.57 

2.25 

Net  assets  at  year-end 

Excess  of  increase  in  current  cost 

2,132.0 

2,031.6 

2,009.3 

1,875.1 

1,904.9 

over  (under)  increase  in  general  price  level 

108.8 

(63.1) 

23.9 

(28.1) 

(9.7) 

38.3 

Gain  from  decline  in  purchasing  power  of  net  amounts  owed 

Cash  dividends  per  common  share: 

22.1 

15.6 

18.7 

16.9 

Historical  amount 

1.84 

1.56 

1.30 

1.19 

1.11 

Adjusted  for  general  inflation 

Market  price  per  common  share  at  year-end: 

1.84 

1.62 

1.40 

1.33 

1.31 

Historical  amount 

65.00 

47.25 

33.59 

29.92 

16.17 

Adjusted  for  general  inflation 

65.00 

48.95 

36.26 

33.35 

19.06 

Average  Consumer  Price  Index 

323.2 

312.0 

299.4 

290.0 

274.2 

Sales  and  rental  revenues  for  1984  are  shown  on  a  52-week  basis  for  comparability. 


Notes  to  Business  Segment  Summary 

Five-year  compound  growth  rates  for  the  company’s  retail 
segments  were  as  follows: 


Sales 

Operating 

Earnings 

Department  stores 

7.8% 

9.2% 

Venture 

13.8 

37.2 

Volume  Shoe 

25.3 

27.5 

Total  retail 

10.6% 

13.8% 

Operating  earnings  represent  LIFO  earnings  before  federal  and 
state  income  taxes,  net  interest  expense  and  corporate  expense. 
Corporate  expense  includes  accounting,  tax,  legal,  planning 
and  other  corporate  functions. 

Department  store  operating  earnings  for  1985  include  a  pretax 
gain  of  $5.7  million  resulting  from  the  disposition  of  Hecht’s 
store  in  downtown  Washington,  D.C.,  and  a  pretax  charge 
of  $5.5  million  resulting  from  the  combination  of  the  Strouss 
and  Kaufmann’s  divisions.  Department  store  operating  earnings 
for  1981  include  a  provision  for  loss  from  a  bankrupt  wholesaler 
of  $7.6  million. 

Venture  operating  earnings  for  1984  include  a  charge  of  $3.0 
million  for  tbe  consolidation  and  relocation  of  their  apparel 
buying  offices.  Venture  operating  earnings  for  1981  include  a 
provision  for  loss  on  the  closing  of  the  Halsted  store  in  the 
Chicago  area  of  $2.3  million. 

Real  estate  amounts  for  1985  reflect  Parklabrea  on  a  con¬ 
solidated  basis  as  of  the  beginning  of  the  current  year  resulting 
from  the  company’s  purchase  of  Metropolitan  Life  Insurance 
Company’s  50%  interest  in  Parklabrea.  Operating  earnings 
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do  not  reflect  Parklabrea’s  interest  expense  or  the  preferred 
dividend  requirements  associated  with  the  shares  issued  upon 
acquisition.  Capital  expenditures  also  exclude  $141.7  million 
related  to  the  acquisition  of  Parklabrea.  Real  estate  operating 
earnings  for  1981  and  subsequent  reflect  the  results  of  the 
financing  and  transfer  of  six  wholly  owned  shopping  centers 
to  a  partnership  in  1980.  Also,  1980  real  estate  operating  earnings 
include  a  gain  on  this  disposition  of  $14.7  million. 

The  company  has  up  to  a  50%  ownership  interest  in  its  real 
estate  partnerships.  In  accordance  with  generally  accepted 
accounting  principles,  the  investment  in  these  properties  is 
accounted  for  by  the  equity  method  and,  as  a  result,  partnership 
rental  revenues  are  not  included  in  reported  rental  revenues. 
Real  estate  rental  revenues,  including  100%  of  amounts  attrib¬ 
utable  to  partnerships,  were  $150.9,  $132.0,  $118.7,  $107.1, 
$93.0  and  $75.6  million  in  the  six  years  ended  in  1985, 
respectively.  The  company’s  share  of  the  earnings  of  its  partner¬ 
ships  is  included  in  real  estate  operating  earnings. 

The  assets  identified  with  real  estate  operations  include 
investments  in  and  advances  to  affiliated  real  estate  partner¬ 
ships,  and  in  1980  included  the  $72.0  million  in  proceeds  from 
the  real  estate  transaction  referred  to  above.  Corporate  assets 
consist  principally  of  cash,  marketable  securities  and,  prior 
to  1983,  the  investment  in  CDC. 

Net  assets  represent  total  assets,  plus  the  present  value  of 
operating  leases,  minus  current  liabilities,  excluding  current 
portion  of  long-term  debt  and  capitalized  lease  obligations. 

Return  on  beginning  net  assets  represents  operating  earnings, 
plus  the  interest  component  of  operating  leases,  divided  by  net 
assets  at  the  beginning  of  the  year. 
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( millions) 

1985 

1984 

1983 

1982 

1981 

1980 

Revenues 

Department  stores 

Venture 

Volume  Shoe 

Real  estate 

$3,327.1 

1,003.8 

696.7 

52.3 

$3,170.6 

882.0 

543.4 

18.4 

$2,902.1 

748.6 

425.2 

17.6 

$2,576.7 

640.2 

312.0 

16.5 

$2,445.2 

574.5 

263.0 

12.4 

$2,285.9 

527.1 

225.5 

23.2 

Total 

$5,079.9 

$4,614.4 

$4,093.5 

$3,545.4 

$3,295.1 

$3,061.7 

Operating  Earnings 

Department  stores 

Venture 

Volume  Shoe 

Real  estate 

$  344.5 

58.0 

97.6 

28.6 

$  338.1 

49.8 

77.6 

18.9 

$  306.0 

43.6 

58.8 

16.8 

$  251.9 

30.0 

40.6 

14.0 

$  240.3 

16.8 

32.0 

6.4 

$ 

221.6 

11.9 

28.9 
27.8 

Total 

Corporate  expense 

Interest  expense,  net 

Gain  on  sale  of  investment  in  CDC 

Contribution  to  The  May  Stores  Foundation,  Inc. 
Write-down  of  investment  in  CDC 

528.7 

(43.9) 

(50.9) 

484.4 

(48.2) 

(41.5) 

425.2 

(39.6) 

(41.7) 

11.6 

(15.0) 

336.5 

(33.4) 

(42.7) 

295.5 

(25.0) 

(33.6) 

290.2 

(21.3) 
(38.0) 

(12.3) 

Earnings  before  income  taxes 

$  433.9 

$  394.7 

$  340.5 

$  260.4 

$  236.9 

$ 

218.6 

Operating  Earnings  as  %  of  Sales 

Department  stores 

Venture 

Volume  Shoe 

10.4% 

5.8 

14.0 

10.7% 

5.6 

14.3 

10.5% 

5.8 

13.8 

9.8% 

4.7 

13.0 

9.8% 

2.9 

12.2 

9.7% 

2.3 

12.8 

Total  Assets 

Department  stores 

Venture 

Volume  Shoe 

Real  estate 

Corporate 

$2,251.0 

445.9 

278.5 

254.5 

212.4 

$2,123.6 

399.6 

246.4 

98.6 

178.5 

$1,957.3 

341.1 

182.8 

110.3 

253.4 

SI. 836.2 

293.2 

179.7 

122.7 

193.4 

$1,735.7 

268.3 

155.0 

135.0 

93.6 

$1,581.9 

254.4 

132.2 

187.3 

103.5 

Total 

S3.442.3 

$3,046.7 

$2,844.9 

$2,625.2 

$2,387.6 

$2,259.3 

Net  Assets 

Department  stores 

Venture 

Volume  Shoe 

Real  estate 

Corporate 

$1,666.5 

370.7 
430.0 

237.8 

191.6 

$1,551.9 

321.3 
352.0 

90.4 

147.3 

$1,424.6 

271.0 

265.7 

102.3 

236.1 

$1,369.5 

240.9 

248.9 

114.5 

183.6 

$1.306. 1 

220.4 

201.8 

126.7 

87.2 

$1,201.9 

216.3 

168.5 

175.0 

94.5 

Total 

$2,896.6 

$2,462.9 

$2,299.7 

$2,157.4 

$1,942.2 

$1,856.2 

Return  on  Beginning  Net  Assets 

Department  stores 

Venture 

Volume  Shoe 

22.6% 

20.1 

33.1 

24.2% 

19.4 

33.1 

22.8% 

19.0 

26.6 

19.7% 

14.4 

22.9 

20.4% 

8.6 

21.7 

19.7% 

6.0 

28.2 

Total 

21.0% 

19.9% 

18.4% 

16.4% 

15.3% 

16.0% 

Capital  Expenditures 

Department  stores 

Venture 

Volume  Shoe 

Real  estate 

Corporate 

$  191.0 

49.8 

41.7 

7.4 

3.1 

$  118.6 

40.1 

54.0 

2.8 

9.6 

$  91.4 

34.5 

34.5 

2.8 

15.6 

$  93.8 

19.1 

35.9 

8.0 

2.0 

$  88.9 

13.9 

20.8 

25.9 

2.4 

$ 

87.6 
3.1 

22.7 
19.2 

1.8 

Total 

$  293.0 

$  225.1 

$  178.8 

$  158.8 

$  151.9 

$ 

131.4 

Depreciation 

Department  stores 

Venture 

Volume  Shoe 

Real  estate 

Corporate 

$  75.9 

20.6 

17.6 

7.5 

4.5 

$  71.9 

17.9 

11.9 

3.6 

3.6 

$  69.3 

15.2 

9.2 

3.7 

1.7 

$  64.5 

12.7 

7.0 

3.1 

1.2 

$  61.5 

11.4 

5.8 

2.1 

1.0 

$ 

54.9 

12.1 

4.5 

3.2 

.7 

Total 

$  126.1 

$  108.9 

$  99.1 

$  88.5 

$  81.8 

$ 

75.4 

FIFO  Provision  (Credit) 

Department  stores 

Venture 

$  1.9 

.1 

$  (3.8) 

(4.9) 

$  4.5 

(1.8) 

$  6.3 

.2 

$  7.3 

2.9 

$ 

17.0 

5.2 

Total 

$  2.0 

$  (8.7) 

$  2.7 

$  6.5 

$  10.2 

$ 

22.2 

Sales  for  1984  are  shown  on  a  52-week  basis  for  comparability. 
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leven  Year  Summary 


The  May  Department  Stores  Company  and  Subsidiaries 

(millions,  except  per  share) 

Operations 

Net  retail  sales  and  rental  revenues 

Cost  of  merchandise  sold,  including  occupancy  and  buying  costs 
Selling,  general  and  administrative  and  other  expenses 
Interest  expense,  net 

Earnings  from  continuing  operations  before  income  taxes 
Income  taxes 

Earnings  from  continuing  operations 
Net  earnings 

Dividends  on  common  stock 
Capital  expenditures 
Depreciation  and  amortization 
Cash  flow  from  operations 

Per  Common  Share 

Net  earnings 
Dividends  paid 

Effective  annual  dividend  rate  at  year-end 
Common  shareholders’ equity 
Market  price— high 
—  low 

Financial  Position 

Customer  accounts  receivable 
Merchandise  inventories 
Working  capital 
Property  and  equipment,  net 
Long-term  debt,  capitalized  lease  obligations 
and  redeemable  preferred  stock 
Common  shareholders’  equity 
Total  assets 

Statistics 

Percent  of  revenues: 

Net  earnings 

Cash  flow  from  operations 
Return  on  common  shareholders’  beginning  equity 

Stores  and  Shopping  Centers  Open  at  YeardEnd 

Department  stores 
Venture 
Volume  Shoe 
Shopping  centers 

Average  Common  Shares  Outstanding  (in  thousands) 

All  years  included  52-weeks  except  1984  and  1978 
which  included  53  weeks. 


1985  1984  1983  1982 


$5,079.9 

$4,662.9 

$4,093.5 

$3,545.4 

3,611.2 

3.297.0 

2.890.4 

2.521.6 

983.9 

929.7 

820.9 

720.7 

50.9 

41.5 

41.7 

42.7 

433.9 

394.7 

340.5 

260.4 

198.5 

180.6 

153.5 

118.7 

235.4 

214.1 

187.0 

141.7 

235.4 

214.1 

187.0 

141.7 

79.3 

67.6 

56.4 

52.1 

293.0 

225.1 

178.8 

158.8 

126.2 

108.9 

99.1 

88.5 

394.7 

330.2 

299.2 

248.8 

$  5.38 

$  4.96 

$  4.32 

$  3.25 

1.84 

1.56 

1.30 

1.19 

1.88 

1.72 

1.33 

1.21 

33.15 

29.98 

26.78 

23.88 

65.00 

48.38 

42.00 

32.83 

42.00 

30.08 

29.67 

15.33 

$  967.1 

$  960.3 

$  897.1 

$  824.0 

730.9 

687.2 

567.3 

515.1 

987.9 

922.7 

908.0 

795.1 

1.471.6 

1,156.1 

1,051.5 

998.1 

739.2 

536.5 

567.6 

597.7 

1,417.6 

1.289.2 

1,158.5 

1.033.1 

3,442.3 

3,046.7 

2,844.9 

2,625.2 

4.6% 

4.6% 

4.6% 

4.0% 

7.8 

7.1 

7.3 

7.0 

18.0 

18.5 

18.1 

14.9 

145 

145 

144 

142 

62 

57 

51 

47 

1.867 

1,662 

1,389 

1,279 

26 

25 

26 

26 

43,045  43,140  43,266  43,518 
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1981 

1980 

1979 

1978 

1977 

1976 

1975 

$3,295.1 

$3,061.7 

$2,869.8 

$2,637.3 

$2,304.6 

$2,118.1 

$1,957.8 

2,350.9 

2,196.9 

2,051.0 

1,886.5 

1,645.3 

1,525.3 

1,396.6 

673.7 

608.2 

562.1 

506.1 

444.9 

412.9 

390.2 

33.6 

38.0 

39.9 

39.9 

35.2 

32.8 

30.7 

236.9 

218.6 

216.8 

204.8 

179.2 

147.1 

140.3 

110.7 

101.7 

103.6 

100.8 

87.7 

73.0 

70.4 

126.2 

116.9 

113.2 

104.0 

91.5 

74.1 

69.9 

126.2 

116.9 

113.2 

100.8 

91.3 

74.5 

69.9 

48.6 

43.8 

35.7 

30.4 

27.2 

25.8 

24.6 

151.9 

134.4 

140.6 

173.5 

99.0 

92.0 

86.2 

81.8 

75.4 

70.6 

61.8 

55.2 

48.0 

43.2 

223.3 

217.2 

196.3 

172.2 

157.3 

130.5 

122.3 

$  2.87 

$  2.67 

$  2.60 

$  2.33 

$  2.10 

$  1.71 

$  1.61 

1.11 

1.00 

.91 

.83 

.77 

.74 

.71 

1.13 

1.03 

.93 

.85 

.77 

.75 

.71 

21.95 

20.16 

18.53 

16.83 

15.26 

13.79 

12.71 

21.33 

18.67 

18.42 

18.25 

19.83 

24.00 

22.06 

15.50 

12.00 

14.50 

13.83 

14.25 

18.56 

11.61 

$  754.7 

$  671.5 

$  607.9 

$  559.1 

$  502.5 

$  457.9 

$  420.2 

484.5 

423.6 

411.9 

370.2 

311.5 

278.3 

266.5 

686.0 

683.7 

569.8 

494.2 

517.6 

425.5 

379.0 

944.4 

877.0 

849.4 

784.8 

675.3 

634.5 

589.4 

547.2 

554.0 

605.1 

531.8 

506.8 

470.8 

424.5 

953.9 

881.5 

805.3 

725.2 

653.0 

591.0 

545.0 

2,387.6 

2,259.3 

2,106.9 

1,852.8 

1,703.0 

1,527.5 

1.471.5 

3.8% 

6.8 

14.3 

3.8% 

7.1 

14.5 

3.9% 

6.8 

15.6 

3.8% 

6.5 

15.4 

4.0% 

6.8 

15.5 

3.5% 

6.2 

13.7 

3.6% 

6.2 

14.0 

138 

133 

128 

123 

118 

113 

109 

45 

45 

45 

43 

27 

24 

20 

1,089 

978 

811 

643 

559 

510 

490 

27 

24 

22 

20 

19 

18 

18 

43,824 

43,622 

43,374 

43,037 

43,224 

43,280 

43.187 
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Board  of  Directors 


Richard  L.  Battram 
Vice  Chairman 

Allan  J.  Bloostein 
Vice  Chairman 

David  C.  Farrell25 
Chairman  of  the  Board 
and  Chief  Executive  Officer 

John  W.  Hanley2215 
Retired  Chairman  of  the  Board 
and  Chief  Executive  Officer 
of  Monsanto  Company, 
a  multinational  chemical  company 

Thomas  A.  Hays 
President 

Lawrence  E.  Honig 
Vice  Chairman 

Helene  L.  Kaplan  2 

Partner  in  Webster  &  Sheffield, 

a  law  firm  in  New  York  City 

Jerome  T.  Loeb 1 2 3 4 

Vice  Chairman 

and  Chief  Financial  Officer 

Edward  H.  Meyer12 
Chairman  of  the  Board,  President 
and  Chief  Executive  Officer 
of  Grey  Advertising  Inc. 

Russell  E.  Palmer12 

Dean  of  The  W  harton  School  at  the 

University  of  Pennsylvania 

Andrall  E.  Pearson34 
Class  of  1958  Professor  of  Business 
Administration,  Graduate  School  of  Business 
Administration,  Harvard  University 

Richard  R.  Shinn1225 
Retired  Chairman  of  the  Board 
and  Chief  Executive  Officer 
of  Metropolitan  Life  Insurance  Company 

William  P  Stiritz 125 
Chairman  of  the  Board 
and  Chief  Executive  Officer 
of  Ralston  Purina  Company 


1  Audit  Committee 

2  Executive  Committee 

3  Executive  Compensation  and  Development  Committee 

4  Finance  Committee 
’Nominating  Committee 


J.  S.  Webb" 

Chairman  of  the  Board 
of  The  Titan  Corporation, 
a  defense  and  industrial  company 

Murray  L.  Weidenbaum 121 
Director  of  the  Center  for  the  Study 
of  American  Business  and  Mallinckrodt 
Distinguished  University  Professor 
at  Washington  University 


Edward  H.  Meyer 


J.  S.  Webb 
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Richard  L.  Battram 


Andrall  E.  Pearson 
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orporate  Management 

' 

David  C.  Farrell 
Chairman  of  the  Board 
and  Chief  Executive  Officer 

Thomas  A.  Hays 
President 

Richard  L.  Battram 
Vice  Chairman 

Allan  J.  Bloostein 
Vice  Chairman 

Lawrence  E.  Honig 
Vice  Chairman 

Jerome  T.  Loeb 
Vice  Chairman 
and  Chief  Financial  Officer 

Senior  Vice  Presidents 

Randall  C.  Barnes 
Strategic  Planning 

John  F.  Danahy 
Data  Processing 

Steven  J.  Douglass 
Planning  and  Reporting 

Louis  J.  Garr,  Jr. 

General  Counsel 

Douglas  J.  Giles 
Human  Resources 

J.  Kent  McHose 
Control 

R.  Dean  Wolfe 
Real  Estate 


Vice  Presidents 

James  Abrams 
Corporate  Communications 

Robert  B.  Aldridge 
Shortage  Control  and  Security 

George  A.  Alexander 
Credit 

James  R.  Bodemuller 
Merchandise  Information  Systems 

Richard  A.  Brickson 
Secretary  and  Counsel 

Michael  C.  Canarios 
Planning  and  Analysis 

William  M.  Goddard 

Risk  Management  and  Insurance 

Frank  D.  Gunter 
Taxes 

Laurence  M.  Heilman 
Merchandise  Research 

Dennis  M.  Lee 
Executive  Development 

Charles  B.  Luber 
Real  Estate 

Robert  L.  McDowell 
Strategic  Planning 

Barry  S.  Silver 
Audit 

Richard  A.  Smith 
Treasurer 

Ruth  A.  Streit 
Compensation  and  Benefits 

Henry  A.  Wagner 
EDP  Systems  Development 

Frank  J.  Williams,  Jr. 

Public  Affairs  and  Counsel 
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May  Co.,  California 

Kenneth  F.  Sokol.  President  and 
Chief  Executive  Officer 
Edgar  S.  Mangiafico,  Chairman 

Hecht’s,  Washington,  D.C. 

Irwin  Zazulia,  President  and 
Chief  Executive  Officer 
J.  Warren  Harris,  Chairman 

Famous-Barr  Co.,  St.  Louis 

Judith  K.  Hofer,  President  and 
Chief  Executive  Officer 
Kenneth  L.  Wilkerson,  Chairman 

Kaufmann’s,  Pittsburgh 

William  T.  Tobin,  President  and 
Chief  Executive  Officer 
Elden  Rasmussen,  Chairman 

May  Co.,  Cleveland 

Robert  B.  Cockayne,  President  and 
Chief  Executive  Officer 
Paul  G.  Badgley,  Chairman 

G.  Fox  &  Co.,  Hartford 

Marshall  Hilsberg,  President  and 
Chief  Executive  Officer 
Jerome  R.  Rossi.  Chairman 

Meier  &  Frank,  Portland,  Ore. 

Allain  Russo,  President  and 
Chief  Executive  Officer 
Philip  G.  Otto,  Chairman 

O’Neil’s,  Akron 

Larry  L.  Mickley,  President  and 
Chief  Executive  Officer 
Lonny  J.  Jay,  Chairman 

May  D&F,  Denver 

Joseph  S.  Davis,  President  and 
Chief  Executive  Officer 
Gerald  A.  Sampson,  Chairman 


May  Cohens,  Jacksonville 

Thomas  J.  Hogan.  President  and 
Chief  Executive  Officer 
Roy  R.  Paulson,  Chairman 

Venture 

Julian  M.  Seeherman,  President  and 
Chief  Executive  Officer 
Don  R.  Clarke,  Chairman 

Volume  Shoe 

Dale  W.  Hilpert,  Chairman  and 
Chief  Executive  Officer 
Richard  A.  Jolosky,  President 

May  Centers,  Inc. 

Robert  L.  Ferguson,  President  and 
Chief  Executive  Officer 
William  E.  Grafstrom,  Chairman 

May  Merchandising 
Corporation,  New  York 

Kenneth  Kolker,  Chairman  and 
Chief  Executive  Officer 
Martin  Bloom,  President 

May  Department  Stores 
International,  Inc. 

Martin  Bloom,  President  and 
Chief  Executive  Officer 

The  May  Design  and 
Construction  Company 

John  G.  Rutenis,  President 
John  F.  Strong,  Chairman 

Eagle  Stamp  Company 

William  C.  Dixon.  Jr.,  General  Manager 
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hareholder  Information 


Corporate  Office 

The  May  Department  Stores  Company 
611  Olive  Street 
St.  Louis,  Mo.  63101 
(314)342-6300 

Annual  Meeting 

The  Annual  Meeting  of  Shareholders  will  be  held 
at  10  a.m.,  Friday,  June  20,  in  the  ninth  floor  auditor¬ 
ium  of  the  Famous-Barr  Co.  store,  Sixth  and  Olive 
Streets,  St.  Louis,  Mo.  A  formal  notice  of  the  meeting, 
along  with  a  proxy  statement  and  a  form  of  proxy, 
will  be  mailed  to  each  holder  of  common  stock. 

Annual  and  10-K  Reports 

Copies  of  the  company’s  annual  report  to  share¬ 
holders,  the  annual  report  to  the  Securities  and 
Exchange  Commission  (Form  10-K),  and  the 
quarterly  reports  to  the  SEC  (Form  10-Q)  are 
available  to  shareholders  without  charge  upon 
request  to:  Corporate  Information  Center,  The  May 
Department  Stores  Company,  611  Olive  Street, 

St.  Louis,  Mo.  63101. 

Capital  Stock 

Shares  of  The  May  Department  Stores  Company 
common  stock  are  listed  and  traded  on  The  New  York 
Stock  Exchange  (trading  symbol  MA)  and  The 
Pacific  Stock  Exchange  (trading  symbol  MA).  The 
stock  is  quoted  as  "MayDStr”  in  daily  newspapers. 


Transfer  Agent  and  Registrar 

Centerre  Trust  Company  of  St.  Louis 
510  Locust  Street 
St.  Louis,  Mo.  63101 
(314)  231-9300 

Auditors 

Arthur  Andersen  &  Co. 

1010  Market  Street 
St.  Louis,  Mo.  63101 

Shareholder  Inquiries 

Communication  regarding  dividend  payments  and 
shareholder  records,  including  change  of  address, 
should  be  directed  to  the  company’s  transfer  agent 
and  registrar,  Centerre  Trust  Company  of  St.  Louis, 
at  the  address  shown  above. 
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